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Ladies and Gentlemen,

- Joint Announcement dated 20" April, 2005,

- Announcement dated 27" April, 2005;
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- 2004 Annual Report;

- Circular dated 3™ May, 2005; and

- Form D2B dated 3" May, 2005.
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each document.
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The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no representation as 10 {is accuracy or completencss and expressly discluins any tiability whatsaever for any fosy
howsoever arising from or in reliance upon the whale or any part of the contenis of this announcemeni.

This announcement appears for information purposes only and does not consiituie an inviiation or offer 10 acquire. purchase or subscribe for the securities.

HANNﬁ

VISIONS AHERD

HANNY HOLDINGS LIMITED

{Incorporated in Bermuda with limited liability)
Stock code: 275

NATION FIELD LIMITED WELL ORIENT LIMITED

(Incorporated in the British Virgin Islands with limited fiability)

CHINA STRATEGI HLDINGS LIMITED GROUP DRAGON INVESTMENTS LIMITED

(Incorporated in Hong Kong with limited liability)
Stock code: 235

(Incorporated in Hong Kong with limited liability)

{Incarporated in the British Virgin Istands with limited liability}

Financial adviser to Nation Field Limited Financial adviser to Hanny Holdings Limited

| KiNGSTON CORPORATE FINANCE LIMITED z SOMERLEY LIMITED

Financial adviser to China Strategic Holdings Limited and
Group Dragon Investments Limited
WY EFEBERAT
4#7 DaoHengSecurities Ltd.

Independent financial adviser to Independent financial adviser to Hanny Holdings Limited
China Strategic Holdings Limited and
Group Dragon Investments Limited @ AMS Corporate Finance Limited

Hercules
Hercules Capital Limited

(i) Group reorganisation, capital reorganisation and
change of board ot size for China Strategic Holdings Limited;
(ii) possible voluntary offer for the shares in
Group Dragon Investments Limited;

(iii) possible mandatory offer for the shares in
China Strategic Holdings Limited;

(iv) discloseable and connected transaction for Hanny Holdings Limited
regarding the disposal of 15.3% interests in China Strategic Holdings Limited;
and
(v) possible very substantial acquisition and connected transaction for
Hanny Holdings Limited regarding the acquisition of interests in
Group Dragon Investments Limited

China Strategic Group Reorganisation

At the request of Hanny and Paul Y, the China Strategic Board proposes (o place beforc the China Strategic Sharcholders a propasatb for the China Strategic Group Rearganisation which, il approved and imptemented, will
resullin,

(i) China Strategic continuing 10 be a public listed compuny with its subsidiaries concentrating on its business of manufacturing and trading of batlery products. investments in sccuritics und property and investment in
ynlisted investments:

(i1) all other subsidiaries of the China Strategic Group carrying on property developmens and investment holding husiness, and al} other associates of the China Strategic Group carrying on masufacturing and marketing of
tires and business of providiag package tour, travel and other related services being grouped under the GD! Group; and

(iit) the GDI Shares, following he injection of the Distributing Business into GD1, being distribuled in specic 1o the China Strategic Sharcholders whose names appear on the register of imembers of China Strategic on the
Recard Date on the basis of one GDI Share for one Consolidated China Strategic Share.

1t is intended that subject ta the fulfilment of certain conditions precedent, general offers will be made for both the Consolidated China Strategic Sharcs and the GDI Shares as detailed below.

The distribution in specic of the GDI Shares will be effected hy way of distribution from the special capital reserve account of China Strategic of an amount equivalent (o the carrying value of GDI. which will be ascertained

immediately prior to completion of the China Strategic Group Reorganisation. No applicalion will be made l'or the listing of the GDI Shares on Lhe Stock Exchange or any other stock cxchange,

The China Strategic Group Reorganisation is conditional on, among other things, compietion of the Capital Reorganisalion and the approval by the Indcpendent China Strategic Sharcholders heing obtained. 11 is. however,

not subject Lo completion of the Share Sale Agrecment having taken place.

Capital Rearganisation

The Capital Reorganisation involves the Capital Reduction, (he Subdivision and the Share Consolidation. The Capital Reduction will involve cancellation of the paid-up capital of HK$0.05 on each issued China Strategic

Share and reduction in the naminal value of cach issued China Strategic Share fram HK$0.10 1o HK$0.05. The Capital Reduclion alse involves the cancellation of the entire share premium account of China Steategic. The

Subdivision invalves the subdivision of each authorised but unissued China Strategic Share into twe Reduced China Strategic Shares af HK$0.05 cach. The Share C tidation will thea be impl. d 10 consolidate every
two Reduced China Strategic Shares of HK$0.05 each into onc Consolidated China Strategic Share of HK30.10.

The Capital Reorganisation is subject to (ulfilment of the conditions as detailed below.
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Change of board lot size ]
The China Strategic Board also proposes i chaage the board lot size lor (rading from 2,500 China Strategic Shares 1 5.000 Consolidated China Strategic Sharcs upon the Capital Rearganisation having become effective.
Possible voluntary offer for the GDI Shares

Subject (o the approval by the Independent Hanny Sharcholders of the GDI Oifer and completion of the China Strategic Group Reorganisation. Semerley, on behalt of Well Oricnt (an indirect wholly-owned subsidiary of
Hanny). will inake a voluntary otler to the sharcholders of GDJ o acquire all the GD! Shares, other than those then owned or agreed fo he acquired by Well Crient, its associales and parties acting in concert with it (hut the
GD1 Offer will be extended o Pau! Y). on the follawing basis:

Qption 1:
For every five GDI1 Shares * one Hanny Share plus HK$1.8 in cash
Optiun 2:
For every five GDI Shares * one Hanny Bond with face vatue of HK$15.0

*  The GD! Shares will be issued based on the number of the Consolidated China Sirategic Shares in issue on the Record Date.

Independent China Strategic Shareholders and Paul Y can either accept Option 1 or Option 2, but not a combination of bath, in respect of the GD1 Offer.

Share Sule Agreement and possible mandatory offer for the China Strategic Shares

The China Strategic Board has been informed by Paut Y and Hanny that they have entered into the Share Sale Agreement with the Offerar on 10th March, 2005 purssant to which and subject to, inter alia, the implementation
of the China Strategic Group Rearganisation in full, the Offeror agreed (o acquire 135,000,000 China Sirategic Shares (equivalent to 67,500,000 Consolidated China Straiegic Shares upon the Capital Reorganisation having

become effective) from each of Paul Y and Hanny, which shares represent approximately an aggregate of approximatety 30.6% of the issued share capital of China Strategic, for an aggregale consideration of HKS52,110.000,
equivalent to HK30.193 per China Strategic Share (or HK$0.386 per Consolidated China Strategic Share).

Subject 1o completion of the Share Sale Agreement, Kingsion will, on behaif of the Offeror, make a mandatory cash offer 10 alt the China Strategic Shareholders 1o acquire alt the Consolidaied China Strategic Shares. other
than those held by the Offeror and pasties acting in concert with it, on the following basis:
For each Consolidated China Strategic Share HK$0.386 in cash

(equivalent to HK$0.193 in cash
for each China Strategic Share)

The China Strategic Offer will not be exiended (o Paul Y and Hanny.

WARNING: THE MAKING OF BOTH THE GDI OFFER AND THE CHINA STRATEGIC OFFER ARE SURBJECT TO A NUMBER OF CONDITIONS AND ARE POSSIBILITIES ONLY. AS SUCH OFFERS
MAY OR MAY NOT PROCEED, INVESTORS, PAUL Y SHAREHOLDERS, HANNY SHAREHOLDERS AND CHINA STRATEGIC SHAREHOLDERS ARE URGED TO EXERCISE CAUTION WHEN
DEALING IN THE SHARES OF PAUL Y, HANNY AND CHINA STRATEGIC.

Suspension and resumplion of trading

Al the request of Hanny, trading in the Hanny Shares on the Stock Exchange was suspended with effect from 9:45 a.m. on 8th March, 2005 pending the releasc of this announcement, Trading in the Hanny Shares will continue
10 be suspended pending the release of an anaouncement in selalion (o, among others, a major (ransaclion regarding a subscription of a convertible note.

At the request of China Strategic, trading in the China Strategic Shares on the Stock Exchange was suspended with effect from 9:45 a.m. on &th Mareh, 2003 peadiag the celease ol this announcement. Application has been
made by China Stsategic to the Stock Exchange lor resumption af trading in Lhe China Strategic Shares with effect from 9:30 a.m. on 20th April, 2005,

THE CHINA STRATEGIC GROUP REORGANISATION {i11) the agreement of the China Strategic Group's bankers and other creditors, if required, to the release of
guarantees by China Strategic and any of ils retained subsidiaries on the obligations of GDI or its subsidiarics

As at the dute of this announcement, Hanny and Paul Y are interested in 258,819,794 China Strategic Shares fallowing the impiementation of the China Strategic Group Reorganisation; and

(representing approximately 29.4% of China Sirategic’s entire issucd sharc capital) and 258,819,795 China

Strategic Shares {representing approximalely 29.4% of China Stralegic’s enlire issued share capilal) respectively. (iv) the ohiaining of any other third party s o1 approvals, including all repulatory consents. sequised 1o
Al the request of Hanny and Paul Y, the China Strategic Board praposcs to place before the China Strategic give effect 1o the China Strategic Group Reorganisation.

Sharcholders a propasal for the China Strategic Group Reorganisation. Pursuant Lo the China Strategic Group
Reorganisation, China Strategic will continue to be a public listed campany with its subsidiaries concentraling
on the business of manufacturing and trading of battery products, investments in securities and property and
investment in unlisted investments {being the Remaining Business). All other subsidiaries of the China Strategic
Group carrying on property development and investment holding business, and ali other associales of the China
Suategic Group carrying on manufacturing and marketing of tires and business of providing package tour,  Group structure before and after the China Strategic Group Reorganisation
wrave) and otber related services (being the Distributed Business) will be grouped under the GD! Group and will
continue to be run by the existing management of China Strategic. The GDI Shares will, following the injection
of the Distribuled Business into GDI, be distributed in specic to the China Strategic Shareholders whose names
appear on the register of members of China Strategic on the Record Date on the basis of one GDI Share for onc
Consolidated China Strategic Share.

Hanny, Paul Y. their respective associates and parties acting in concert with them, will abstain from voting an
the resolution(s) appraving the China Strategic Group Rearganisation. Save for candition (iv) abave, none of
the above condilions is capable of being waived. The resolution(s) to consider and approve the China Strategic
Group Reorganisation will be taken by poll.

The chart beiow shows in summary the group and shareholding sicuciure of China Strategic as at the date of this
and i diately before the implementation of the China Strategic Group Reorganisation
(assuming no other changes since then):—

[ Public thareholders of ITC ] I Dr. Chan Kwok Keung, Charles

[s64% ~ [nes

Mechanics of the China Strategic Group Reorganisation

The China Strategic Group Rearganisation will be implemented upon the Capital Reorganisation (as detailed 1TC (Nete Deutsche Bank Public Hanny |
below) having taken effect. The China Strategic Group Reorganisation will be elfected by GDI acquiring a Akt
number of subsidiaries and associated companies {rom China Strategic and the assignment of various intragroup 496% ] 205%
toans beiween members of the China Strategic Group {excluding the GD1 Group) and the GDI Group. The ] 12.0% 66.4%
various intragroup loans to be assigned shall be determined with reference (o the relevant amounts of such l Paul Y (Noic 1) Hanny (Note 1)
bal in the g of the retevant investment holding subsidiaries of China Strategic as at I 100% (Note 21
the date of completion of the China Stralegic Group Reor) L which loans d 1o approximately PR —
HKS$?734.9 million as at 30th June, 2004, the date to which the latest unaudited interim resubts of the China 29.4% (Nore 2) [ Well Orient Shueholders \
Surategic Group were made up. 9
GD_I will pay for such acquisition and loan assignment by issuing such number of GDI Shafcs o Chi_nu Strategic, ( China Strategic (Note 1) 412%
which will resultin the number of GDI Sharcs (o be in issue equal to the number of Consolidaied China Strategic e
Shares in issue on the Record Date. China Strategic will then distribuie the received GDI Shares in specic 10 the
China Strategic Sharcholders whose names appear on the register of members of China Strategic on the Record — = -
Date on the following basis: Remajning Business Distributed Business
For each Consolidated China Strategic Share held one GDIU Share I
- . . . R R . Manufacturia [nvesiment in bmvcstment s Manufacturing Other business
The distribulion in specic of the GDI Shares will be effected by distsibution from the special capital reserve and trading .,? recaritics and | | untives somsiics d::‘l"""y . and marketing and assels and
account of China Strategic of an amount equivalent (o the carrying value of GDI1, which will be ascertained bateery peoducts propesty o foan receivables| of tres Viabilities
i diately pri leii i i isation. Further information in thi . .
X aicly prior (o compl of th Ch_""' Strategic Group Reorganisation. Further information in this regard ~ 80% interestin - Various lised - 16.4% interest 1n - Propenty interests - Intesestin CEL - 11.8% interestin — $7.3% intesess
will be included in (the China Strategic Circular. Tulent Cosmios  sccurities in Beijing in ling AR Wing On Travel  in MRI
Limited Hong Kong and  Technology Distriet, {Holdings} - 9.8% interest in
. : - P . g Kong c
Pursuant to the China Strategic Group Reorganisaiion, af} the GDI Shares to be in issue on the Record Date will overseas Development Shanghai, the - Limiled (Note 1) Apex Quality
be distributed to the China Strategic Sharcholders whose names appear on (he register af members of China - 3 commercial Fund LDC PRC ~22.7% imerestin - Group Limied
R X . . . unitin Beijing  ~ 800,000 shares in - Property interests China Velocity  ~ 194 units in
Strategic on the Record Datc. The GDI Shares will be allotted and issued to the China Strategic Sharcholders Huapu BN{ Business in Long Shaa CGiroup Limited Veres
upan completion of the China Strategic Group Reorganisation, However, il the GBI Offer proceeds, the share Inieenationat Network Corp. Industrial (Nate 1) Techaology
ceqificates of GD! will only be posted to the China Strategic Sharcholders who do not accept the GDI Offer sfu; Ch;vyfne - L.W}Uﬁ serics gfﬂl;ftl.;*!:m S"":"::;‘:“;M
. . . . L X 1, Zhuhai -
afier the closs af the GDI Offer, such that the despatch of the share cerlificates to the sharcholders of GDI could Pt i City, Goangdons. liabiliticn
be managed efficieatly. Details of the possible GDI Olfer are set out under the section headed “Possible Voluntary TechSpace Inc.  the PRC
Qifter for the GDI Shares” below. Details of the pracedures of scceptance ol the GDI Offer will be set outin the -f~‘;:-"“\;""“
S B N . na Vis.ex
camposite offer and response document to he issued in relation to the GDI Offer. ;:" ' o
. . X . . . ) . - 935,637 series D
The GDI Shares will rank pari passu in all respects with each other, No application will be made for the (isting prefersnce shares
of the GDI Shares on (he Stock Exchange or any other stack exchange. of Silicon Magic
Corporation
Conditions of the China Strategic Group Reorganisation = Loan receivables
from Danwei
. . - . . Limited and
The Chins Strategic Group Reorganisation will be conditional upon: it
(i) thc passing of the neccssary resolution(s) approving the China Strategic Group Reorganisation by the Notes:
Independent China Sirategic Sharcholders: (. Listed on the main board of the Stock Exchange

(ii) (he Capital Reorgantsation having become effcetive] 2 tndirect interestx hedd by wholly-owned subsidiarics
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The chart below shows in summary the group and sharcholding siructure of China Strategic and GDI immediately
after the implementation of the China Strategic Group Reorganisation (assuming no other changes since then):—

[ Dr. Chan Kwak Keung. Charles
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2. Indicect interests held by wholly-owned subsidiaries

Financial information of the China Strategic Group

The following information is extracted from China Strategic’s audited consolidaled income statements for the
two years ended 3st December, 2002 and 2003 and the unaudiied cond d conselidated income statement
for the six months ended 30th June, 2004:

For the
six months For the year
ended 30th ended 31st December,
June, 2004 2003 2002
HK$'000 HK$'000 HK$'000
Turnover 106,571 2,884,493 3,601,735
(Less)profit from operatians (64,308) 94,110 (527,705)
Finance costs (9.298) (50,712) (109.460)
(Loss)/gain on disposal/dilution
of interests in subsidiaries (5,266} 12344 64.193
Gain/(loss) on disposal/liquidation
of inlerests in associales 27,881 {36.481) 14,980
Share of results of associates (29.060) (175,734} (137,574)
Alowance on receivables
advanced (o an associzle — {12,712) -
Loss before taxation (RD.051) (169.184) (695.566)
Taxation (761) 10,935 (12,250)
Minority interests (13,734) (5.409) 233,682
Net loss {or the year (94,546) (189.528) (474,134)
Loss per China Suategic Share
— Basic HK$(0.108) HK$(0.23) HK$(0.76)

The fotlowing infarmaiion is extracted from the audited consolidated balance sheet of China Strategic as at
315t December, 2003 and the unaudited consolidated balance sheet of China Sirategic as at 30th June, 2004:

30th June, 2004 31st December, 2003

HK5'000 HK$ 000
Non-current assets:
Property, plant and equipment - 35936 43,156
Goodwill 21,960 9.325
Interests in associates 614,841 823,147
Receivables — duc after one year 183,345 31.286
Iavesiments in securitics 167,024 217,683
Deposit paid for scquisition of 3 property 46,685 —

1.069.791 1,124,597
Current assets 917.47 1,064,647
Current hiabitities (286.514) (161,090)
Net current assets 630,957 903,557
Minaority interests {262.535) (250,160)
Non-current liabilities — (244,614)
Net assets 1,438,212 1,533,380

The unaudited consolidated net asset value of the China Stralegic Group as at 30th june, 2004 was approxjmately
HK$1,438.2 million, representing spproximaiely HKS$1.63 per China Sirategic Sharc based on 881,595,087
China Strategic Shares ip issue.

The China Strategic Board expects that the annual results of the China Straiegic Group for the yeoar ended 3151
December, 2004 will be announced on 26th Aprit 2005.

Reasons for (he China Strategic Group Reorganisation

After arm’s length negotiations, the Offcror has conditionolly agreed (o acquire (he controlling stake in China
Strategic upon completion of the China Strategic Group Reorganisation, which resulls in China Strategic and
its subsidiarics concentrating on the business of manufaciuring and trading of battery products, investments in
securities and property and invesimeat in unlisted investments. In erder to facilitale the Share Sale Agreement,
Hanay and Paul Y have requesied the China Strategic Board (o place before the China Strategic Shareholders a
propusal for the China Strategic Group Rearganisation, The China Strategic Board considers that the Ching
Strategic Group Reorganisation offers the China Strategic Sharehotders an apportunity 1o realise 2 reasonable
gaio on their present investment in China Strategic and also gives them flexibility to retain part of their investment
i the Remaining Business if they so wish, Completian ol the China Strategic Group Reorganisution is one of
the conditions precedent 1o each of (i) the Share Sale Agreement (and, as a result, the making of the China
Strategic Offer); and (ii) the GDI Offer.

China Strategic has not atcmpted to locate such potential buyers for the Distributed Business as it expects that
it will take a long time {0 locate 2 ready buyer and ncgotiate the terms and conditions for such disposal in view
of the significant nel assel vatue of over HK$1,000 million of the Distributed Business as at 30th June, 2004, by
which time the Offeror may have lost intcrest in acquiring the controlling stake of China Strategic and the
China Strategic Sharcholders would miss the opportunity o realise the China Strategic Shares at @ premium
over market price. The GDI Offer. which will be made subject to the completion of the China Strategic Group
Reorganisation and approval by the Independent Hanny Shareholders, will provide an alternative (o the
Independent China Strategic Shareholders (o invest in Hanuy Shares {plus a cash clement) or in the Hanny
Band. In such event, if the China Strategic Sharcholders aceept the GDI Offer, they will reccive cither one
Hanny Share plus HK$1.8 in cash or onc Hanny Bond for every five GDI Shares. while retaining their interesis
in (he Remaining Business through their existing holdings in the Ching Strategic Shares. Where the Independent -
China Straiegic Sharcholders wish to continuc io invest in the Distributed Business of the GDI Group upon
completion of the China Sirategic Group Reorganisation, they could choose not 1o accept the GD1 Offer and
continue ta hold the GDI Shares. If the Distribuied Business were disposed of to Hanny, the Indepeadent China
Strategic Sharcholders will not be given the fexibility in realising or retaining their invesiments in the Distributed
Business of the GDI Group.

The China Strategic Group Reorganisatien and the GD1 Ofler are not conditivnal on completion of the Share
Sale Agreement and the China Strategic Offer. Hanny has confirmed that in the event thut the Share Salc
Agreement is not compleled and the China Strategic Offer is not extended, it will stilt procced with the GDI
Offer and China Strategic will therefore still proceed with the China Strategic Group Reorganisalion subject o
fullilment of all the conditions precedent as sel vut under the section headed "Condilions of the China Sirategic
Group Reorganisation™ above and approvai by the Independent Hanny Sharcholders. Hanny may seck to sell its
interests in China Strategic 10 another purchaser which purchase may or may not lead 10 an ailer being extended
10 all China Strategic Shareholders or a waiver from the general offcr abligation being sought and obtained
from the Exccutive pursuant to the Takeovers Code.

The China Strategic Board (including independent nn ive directors of China Strategic) considers thin
the China Strategic Group Reorganisation, the GDIE Offer and the China Serategic Offer together pravide
alternatives for the China Strategic Sharcholders either to divest all their investments in China Strategic al a
premium over the market price of China Strategic Shares or 10 retain seme or all of their investments theough
holding interests in China Strategic, GDI or bolh companies.

Save for the proposed disiribution in specie of the GD! Shares pursuant to the China Strategic Group
Rcorganisation, China Strategic has not formulated any futire dividend policy,

The China Strategic Circular containing, among other things, details of the China Strategic Group Reorganisation.
the pro forma financial information on the China Strategic Group and the GDI Group after the China Strategic
Group Reorganisation, a notice convening a general meeting of China Strategic, the letter of recommendation
from the independent board committee of China Strategic to the Indépendent China Siralegic Shareholders and
the teter of advice from Hercules, the independent financial adviser. to the independent board commiitee off
China Strategic and the Independent China Strategic Sharcholders, will be scat 1o the China Strategic Sharcholders
as soon as practicable,

CAPITAL REORGANISATION

The China Strategic Board alsa proposes the Capital Reorganisation, which involves the Capitzl Reduction. the
Subdivision and the Share Consolidation.

Capital Reduction and Subdivision

The Capita! Reduction will involve the cancellation of the paid-up capital of HK$0.05 on each issued China
Suategic Share and reduction in the nominal value of each issucd China Strategic Share from HK30.10 1o
HK$0.05. The Capital Reduction also invoives the cancellation of the entire share premium account of China
Strategic. The Subdivision involves the subdivision of each authorised but unissucd China Stratcgic Share into
two Reduced China Strategic Shares of HK$0.05 cach.

As at the date of this announcement, the authorised share capital of China Stearegic is HK$800.000.000 divided
into 8,000.000,000 China Strategic Shares of HK$0.10 cach, of which 881,595,087 China Siralegic Shares are
in issue and fully paid or credited as fully paid. On the assumption (hat no further China Stralegic Shares will
be issued afier the relcase af this announcement and up to the effective date of the Capilal Reorganisation. a
credit of approximately HK$44,079,754 will arise in the books of China Strategic as a resull of the cancetation
of the paid-up capital of HKS0.05 on each issued China Swategic Share. Based on the unaudited accounts of
China Strategie 25 at 30th June, 2004, a credit of approximately HKS1.900.916.000 wil] arise as a resul of the
cancellation of the entire share premium account of China Straicgic. A total eredit of approximately
HK$1,944,995 754 will arise from the Capilal Reduction and will be transferred 1o the special capital reserve
account of China Strategic. China Strategic had an unaudited special capital rescrve of approximaiely
HKS$414,881,000 25 at 30th June, 2004, which amount will be increased ta approximately HK$2,359.876.754
upon completion of (he Capital Reduction, Such special capital reserve will then be set off against the accuimulated
deficit of China Strategic. which amounted o approximately HK$1.081,825,000 as at 30th Junc, 2004. The
balance of special capital reserve account will become approximately HKS$1,278.051.754 afier sening off in
full the accumulated deficit of China Strategic.

The distribution in specic of the GDI Shares will then be made out of the special capital reserve account al
China Strategic. The exact amount of the distribution will be determined as soon as the pro forma et asset
value of GDI is ascenained immediately prior to completion of the China Strategic Group Reorganisation,
Further announcement will be made by China Strategic in accordance with the Listing Rules as and when
appropriate in this regard.

Set owl below is the issued share capilal, share premium, special capital reserve and deficit position of China
Sirategic before and after the Capital Rearganisation:

Special
Issued share Share capital
capital premium reserve Deficit
HKS'000 HKS'000 HKS$'000 HKS 000
As at 30th June, 2004 88.160 1.900.916 414,881 1.081.825
Balance upon completion
of the Capital Reorganisation 44,080 — 1,278,052 —




The Standard Wednesday, April 20, 2005

NOTICES A39

Share Consolidation

Immcdiately upon the Capital Reduction and the Subdivision having become effeciive. the Share Consolidation
will be implemented to consolidate every two Reduced China Strategic Shares of HK$0.05 cach into onc
Consolidated China Strategic Shace of HK$0.10. Fractions of Consalidated China Strategic Shares will not be
issued 10 the China Strategic Shareholders but will be aggregated. and if possible, sold for the benefit of China
Sirategic.

Effect of the Capital Reorganisation

Baused on China Strategic’s aulhorised share capital of HK$80(,000,000 ax at the date of this announcement as
represenied by 8.000.000.000 China Sirategic Shares, and the issued share capital of HK$88,159,508.7 as
represeated by 881,595,087 China Strategic Shares, upon completion of the Capital Reorganisation, the authorised
share capitat of China Strategic will remain at HK$800.000.000 as represented by 8,000,000,000 Consolidated
China Strategic Shares, and (he issued share capital will be HK$44,079,754.35 as represented by 440,797,543
Consolidaled China Strategic Shares.

The Consolidated China Stralegic Shares wil} rank pari passu in all respects with each other. Other than the
expenses of approximatcly HK31.8 miltion to be incurred in refation to the Capital Reorganisation, the
implementation thereof will not alter the underlying assets, b operations, or financial position
of China Strategic or the interests or rights of the China Strategic Sharchalders, save that any fractionat
Consaolidated China Sirategic Shares wilt not be issued (o the China Sirategic Sharcholders bul will be aggregated
and sold for (he benefit of China Strategic. The Capital Reorganisation itsell will not have any material adverse
effect on the financial position of the China Strategic Group.

Conditions of the Capital Reorganisation
The Capital Rearganisation will be conditional upon:—

(i} the passing of the necessary resolution({s) by the China Strategic Shareholders to approve the Capilal
Reorganisation al a gencral meeting of China Sirategic:

(ii) the confirmation of the Capital Reduction by the Court and the registration by the Regisirar of Companics
in Hong Koag of an office copy of the Court order and the minute containing the particulars required
under section 61 of the Companies Ordinance: and

(i) the Listing Cammitiee of the Stock Exchange granting the listing of, and permission to deal in, lhe
Consoalidaied China Strategic Shares (including the Consolidated China Strategic Shares which may be
issued pursuant to the exercise of options which may be granted under the share option scheme of China
Strategic adoptcd on 4th June, 2002).

An application will be made by China Strategic to the Stock Exchange for the granting of the listing of, and
permission 1o deal in, the Consolidated China Sirategic Shares. All necessary arrangements will be made for
the Consolidated China Stirategic Shares 1o be admitted into the Central Clearing and Settiement System
eslablished and operated by Hong Kong Sccurities Clearing Company Limited.

Reasons for the Capital Reorganisation

China Strategic had an unaudited accumulated deficit of approximatety HK$1,081.8 million as at 30th June,
2004. China Strategic is not allowed to make any distribution while the accumulaied deficit remains. Bascd on
the accumulated deficit as at 30th June, 2004, the number of China Strategic Shares in issue as at the date of this
announcement and the balance of the sharc premium and special capital reserve as al 30th June, 2004, the
accumufated deficit of China Strategic will be fully climinated vpon the Capital Reorganisation having became
cffective. Implementation of the Capilal Reorganisation will thecefore facititate distribution in specie of the
GDI Shares pursuant 10 the China Strategic Group Reorganisation.

The Share Consolidation will increase the market value per China Strategic Share and reduce the transaction
costs for dealing in the China Strategic Shares, including charges by reference to the number of share centificates
issued,

Further announcements will be made as soon as practicable in respect of the timetable for the Capital
Reorganisation.

CHANGE OF BOARD LOT SIZE

AL present, the China Strategic Sharcs are traded in board lots of 2,500. The China Strategic Board also proposes
achange in the board lot for iradiag 1o 5,000 Consolidated China Stratcgic Shares upon the Capital Reorganisation
having become effeciive. Based on ihe closing price of the Chipa Sirategic Shares of HK$0.54 on the Last
Trading Day and the existing board lot size of 2,500 China Strategic Shares, the prevailing board lot value is
HKS31,350. On the basis of the aforesaid closing price and the new board Jol size of 5,000 Consolidated China
Strategic Shares, the new board lot value will be HK$5.400. The change in board lot size will result in the
Consolidaicd China Strategic Shares being traded in a more reasonable baard lot size and value.

Further announcements will be made as soon as practicable in respect of the details of arrangements of the free
exchange ol share certificates of China Sirategic once the Capital Reorganisation and change of beard lot size
have become cffective.

POSSIBLE VOLUNTARY OFFER FOR THE GDI SHARES

Assuming pp China Stralegic Shares will be issued after the dase of 1his anpouncement, vpon completion of the
China Surategic Group Reorganisation, China Strategic will have 440,797,543 Consolidated China Strategic
Shares in issue and on this basis, 440,797,543 GD1 Shares will be distributed to the China Strategic Sharcholders
whose names appear on the register of members of China Strategic on the Record Date. Based on the sharcholding

-structure of China Strategic as at the date of this announcement, Pauf Y and Hanny wiil cach be indirecdy

interested in a total of 129,409,897 GDI Shares, which will represent approximately 29.4% of the expecied
issued share capital of GDI. As such, the aggregate GDI Shares which will be indirectly owned by Hanny, Paul
Y and their concent partics will amount to 258,819,794 GBI Shares, representing approximately 58.8% of the
issued share capital of GD1 upon completion of China Strategic Group Reorganisation.

As at the date of this announcement, 1TC is interesied in approximately 20.5% af the issued share capital of
Hanny and is a substantial sharcholder of Hanny. As at the date of this ansouncement, ITC is interested in
approximately 49.6% of the issucd share capital of Paul ¥ and is the contralling sharcholder of Paul Y,
Accordingly, Paul Y, an associate of ITC, is a connected person of Hanny. Given ITC's interests in Hanny and
Paul Y, the GDI Offer constitutes a cannected transaction for Hanay under the Listing Rules and is therefore
subject 10 the appraval of the Independens Hanpy Sharcholders. Depending on the pro forma financial information
of the GDI Group after completion of the China Strategic Group Reorganisation, the GDi Offer may also
constilule a very substantial acquisition for Hanny.

Given that the GDI Shares wil) noi be lisicd on the Stock Exchange upon completion of the China Strategic
Group Reorganisation, the directors of Hanny consider that it is appropriate to provide the Independent China
Strategic Shareholders with an opporiunity to realise their investments in GD! by making the GDI Offer. Subject
to the approval by the Independent Hanny Sharcholders of the GDI Offer and completion of the China Stregic
Group Reorganisation, Somerley will, on behall of Well Orient {an fndircct wholly-owned subsidiary of Hanny),
make a votuntary offer ta the shaceholders of GDI ta acquire all the GDT Shares, other than those then owned or
agreed 1o be acquired by Well Oriend, its associates and parties acting in conceri with it (but the GD1 Offer will
be extended 1o Paul ¥, on the terms 10 be sct out in the camposite offer and response document in refation to
the GDF Offer and the accompanying form of acceptance and transfer on the following basis:

Option 1:

For every five GDI Shares* one Hanny Share plus HK$1.8 in cash
Option 2:
For every five GDI Shares*

one Hanny Bond with face value of HK$15.0

The GOI Shares will be issued based on the niamber of the Cansolidated China Straregic Shares in issue on the Recerd
Date.

Independent China Strategic Shareholders and Paul Y can either accept Option 1 or Option 2, hut not a
combination of both, in respect of the GDI Offer.

The making of the GDI Offer is a possibility only and may or may not proceed. In the event that the G
Offer is made, it will be an unconditional offer.

As at the date of the this announcement, Hanny has not received any indication of irrevocable comnmitment
from either Paul ¥ or any Independent China Strategic Sharcholders 1o accept or reject the GDI Offer, or as
regards their choice of accepting Option | or Opiion 2.

Qption 1

The new Hanny Shares under Option | will be issued by Hanny subject 1o 1 Hanny Sharcholders’
approval being obrained. Such new Hanny Shares, when fully paid or credited as fully peid and issued, will
rank pari passu in all respects among themselves and with the existing Hanny Shares in issue and be entitled to
receive all dividends and other distributions thereafter declared, made or paid.

On the Last Trading Day. the closing price of the Hanny Shares as quoted on the Stock Exchange was HK$3.7,
On the basis of five GD! Shares for one Hanny Share plus HK$1.8 in cash and the aforesaid clesing price of
Hanny Shares, the implied value attaching 10 one GDI Share subject 10 the GDI Offer would be approximately
HKS1.1.

During the six-month period up to and including the date of this announcement, the highest closing price of
Hanny Shares as quoted on the Stock Exchange was HK$4.25 on st February, 2005 and the lowest closing
price of Hanny Shares as quoted on the Stock Exchange was HK$2.575 on 13th October, 2004, whereas the
average of the closing prices of the Hanny Shares as quoted on the Stock Exchange during such six-month
period was HK$3.194.

Option 2
Set oul below are the principal terms of the Hanny Bond to be issued under Oplion 2:

Principal amount The Hanny Bond will be issucd in denominations of HK$15.0 each. The
aggregate number and value of Hanny Bond that will vltimately be issued by

Hanny under the GD1 Offer will be ascertained upon the close of the GDI Offer.

Maturity Date On the Nifth anniversary from the daie of issue. Save with the prior approval of
the holders of Hanny Bonds holding 75% or more of the principal amounl of the
Hanny Bonds then outstanding. Hanay may not redecm any part of the Hanny

Bond prior to the Maturity Date.

Unless previously converted, the Hanny Bond will be redeemed on the Maturity
Date at the principal amount of the Hanny Bond with all accrued interest which
has not been paid previously.

Transferability The Hanny Bond shall be transferable at all times in integral multiples of

HK$30.000.

No application will be made for the listing of, or permission 10 deal in, the
Hanny Bond on the Stock Exchange or any other stock exchange. but fisting
application will be made for the Hanny Conversion Shares 1o be allonied and
issucd pursuant to the Conversion.

Listing

Voting The holder of the Hanny Bond will not be cntitled 1o atiend or vole at any general

meatings of Hanny by reason only of it being a holder of the Hanny Bond.

Interest The Hanny Bond will bear inlerest from the date of the issuc at the raie of 2%
per annum on the outsfanding principal amount of the Hanny Bond. The interest
will be payable by Hanny annually in arrears on the day immediately preceding
each anniversary of the date of the issue. The fiest payment of interest shall be
made on the dale [alling on the day immediately preceding the first anniversary
afier the date of issue.

Conversion period After the date of the issue, the holder of the Hanny Bond has the right to convert
the whote or parl of the principal amount of the Hanny Bond into Hanny
Conversion Shares at any {ime up to and including the date falling 14 days prior

1o the Maturity Date.

Conversioa price The Hanny Bond can be converted into Hanny Coaversion Shares at the initial
conversion price of HK3$9.0 per Hunny Conversion Share (subject (0 adjustments
in accordance with the terms of the Hanny Bond) during the conversion period

as stated above.
The conversion price of HK$9.0 per Hanny Conversion Share represenis:

— apremium of 143.2% aver the closing price of HKS.7 per Hanny Share
as quoted on the Siock Exchange on the Last Tradiag Day:

— a premium of 136.2% over the average closing price of HK$3.810 per
Haonny Share for the last tcn consecutive trading days up 10 and including
the Last Trading Day;

— a premium of 129.4% aver the average closing pricc of HK$3.923 per
Hanny Share for the last thirty consccutive trading days up t0 and including
the Last Trading Day:

— adiscount of B.2% to the —unauducd consolidated nel asscl value of the
Hanny Group of HK39.8 per Hanny Share as at 30th Seplember, 2004
based an the unaudited consolidated net asset value of approximately
HK$1,827.2 million and 186,533,202 issucd Hanny Sharcs as at 30ih
September, 2004: and

— apremium of 3.4% aver the adjusted unaudited consolidated net asset value
of HK$8.7 per Hanny Share on the basis of the 223,628.4 12 Hunny Shares
in issue as at the daie of this announcement and taking into uccount (i) the
unaudited consolidated net asset value of Hanny of HKS$1.827.2 million
as at I0th Seplember. 2004: and (ii) the placing of Hanny Sharcs completed
in December 2004 (details of which were sef oul in the annauncenment of
Hanny dated 23rd November, 2004},

The conversion price is subject to adjustnents frain time to time in accordance
with the provisions se1 out in the Hanay Bond instrumeat including, among
other things, (i) Hanny Shares haviag become of a different nominal amonat by
reason of any consolidation or subdivisioa: (ii) issue of new Hanny Shares by
capitalisation of profil or reserves: (iii) capital distribution: (iv) rights issue: (v)
grant of option or warrants 1o subscribe far new Hanny Shares and (vi) such
other cvents which may have a dilutive effect on the interest of the holder of
Hanny Bond.
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Hanny Conversion Shares  The Hanny Conversion Shares ta be issued upon Conversian will, when issucd
and allotted, rank pari passu in sll respects with all the Hanny Shares then in
issue and be entitled (a all dividends and o1her distributions the record date of

which falls on a date on or aller the date of the conversion notice.

Certificates Every China Strategic Sharcholder accepling the GDY Offer under Opiion 2 will
receive one certificate representing his aggregate holding of the Hanny Bond to
which he is entitled

The detailed lerms of the Hanny Bond will be included in die compuosite offer and response document in relation
to the GBI Offer 10 be despatched to China Siratcgic Sharcholders. Further announcement will be made by
Hanny regarding the aggregate number and value of Hanny Bond and the relevant number of the Hanny
Conversinn Shares that will be tssued by Hanny under the GDI Offer upon ihe elose of the GD1 Offer.

On the basis of five GD{ Shares for one Hanny Bond with face value of HK$15.0, the implied value of the
Hanny Bond atlaching o one GDI Shares subject (o the GDI Offer would he HK$3.0.

The GD! Shares subject to the GDI Offer will be acquired by Hanny with the right 1o reccive all dividends and
distributions declared, paid or made on or afier the date of the issue of the GDI Sharcs and free from all (hird
party righis.

As at the datc of this announcement, GDI has no oulstanding securitics, options or warranls which are convertibic
into or which confers rights 10 require the issuc of GDI1 Shares,

Since GD1 is 2 company incorporated in the BV and its register of members is located there, no transfes duoty
is payablc on any transfer of the GDI Shares

The offer price for the GDI Shares under Option | has been determined after taking into account the estimated
consolidated net tangible asset value of GDI upan completion of the China Strategic Group Reorganisation and
the market performance of the China Strategic Shares and Hanny Shares prior to suspension in trading of such
shares an Rth March, 2005,

The offer price for the GDI Shares under Option 2 has been detersmined after taking into account the estimated
consolidated net tangible assets of GDI upon complction of the China Straiegic Group Reorganisation.

On the basis that 440,797,543 GDI Shares are expected (0 be in issuc upon completion of the China Strategic
Group Reorganisation, the GDI Offer vatues the entirc issued share capital of GDI at approximately HK$484.9
mitlion lar Option 1 and at approximately HK$1,322.4 miltion for Opiion 2, respectively. Assuming completion
of the China Strategic Group Reorganisation and based on 129,409,897 GDI Shares 1o be bencficiatly owned by
‘Wetl Orient, 311,387,646 GDI Shares (representing approximately 70.6% of the share capital of GOl expected
10 be inissue} wili be subject to the GDI Offer and such GDI Shares are valued a1 approximately HK$342.5
million under Option | and HK$934.2 million under Option 2, respeclively.

Hanny will finance the cash consideration in the aggregate amaunt of approximately HKS$112.1 million under
Opiion | by facilities granted by twa sceuritics houses, cach of which is a third party independent of Hanny and
its cannceted peexons (as defined in the Listing Rules). Somerley, the financial adviser to Hanny, is salisficd
that sufficicnl financial resources are avaitable to Well Oricnt 1o satisfy full acceptance of the GDI Offer.

Axs al the date of this announcement, none aof the China Strategic Sharcholders has undertaken or patificd Well
Orient of an inlention tn sceepl or reject the GDE Offer,

“Well Qrient does nol intend to avail itsell of any compulsary acquisition or redemption provisions under the
applicablc laws in BVI. but reserves the right to do xa. Further announcement will be made in the event that
Well Qeieat decides ta avail isell o such compulsory acquisition ar redemption pravisions.

GDi ix a whelly-awned subsidiary of China Strategic. As at the date of this anpouncement, the board of directors
of GDI comprises all the excestive and aliernate directors of China Strategic. The directors of Well Orient ire
1. Yap, Allan and Mr. Lui Siw Tsuen, Richard.

Save for its entittements o reccive GDI Shares pursuant to the China Strategic Group Reorgantsalion, ncither
Well Oricnt nor auy parties acling in concert with it holds any securitics of GDI. Neither Well Oricat nor any
partics acling in concert with it had dealt in the securilics of GD during the six-month period immediately
preceding 51h October, 2004, being the date of commencement of the offer period as defined in Lhe Takcovers
Code. Neither the Offeror nor any parties acting in concert with it held any securities of GDI or had dealt in the
securities of GDI during the six-month period immedialely preceding t5ih October, 2004,

As al) the four execulive direclors of Hanny arc also excculive direciors (or allernales (o executive dircctors) of
China Strategic and GD!, the directors of Hanny may be (aced with a conflict of interest in considering Lhe
making of the GDI OfTer and the terms thercof. For the purpose of Ruic 2.4 of the Takeovers Code, the board of
Hanny has obtained independent advice from AMS, an independent financial adviser, who in principle is of the
view thal the making of the GDI Offer is in the interests of the Hanny Sharcholders as a whole. The final form
of AMS's opinion, including the basis of the opinion and factors considered, will be provided in writing and
included in the Hanay Circutar.

laformation on Hanny

The Hanny Group is principally engaged in the trading of computer related products, consumer electronic
products which comprise the manufacturing, distribution and marketing of data storage media (primarily floppy
disks. CD-R, CD-RW and DVD), the distribution and marketing of computer accessories and storage media
drives, scanners, audio and video cassettes, minidiscs, househald electronic products and tefecommunication
accessories and sevurities trading. The Hanny Growp also made strategic investments in information technology,
supply of household consumer products and other husinesses. Ranny itself is an investment holding company.

The following lable sets out a summary of the audited consolidated results of the Haany Group for the (wo
years ended 315t March, 2003 and 2004 and unaudited consolidated results for the six months ended 30th
September, 20041

For the

six months ended For the year ended

30th September, Jlst March,
2004 2004 2003
HK$'000 HKS 000 HK$ 000
Turnover 2.722.355 5,009.930 4,162,804
Gross profit 564.584 1,088,088 914,035
rofit {loss) before incomne tax 53,820 121,639 (570.474)
Profit (loss) for the period/ycar (25.032) 13,300 {648.620)

On the busis of 223,628,412 Haney Sharcs in issue as at the date of this anaouncement and taking tto accoun|
(i) the unaudised consolidaied net asset vatue of the Hanny Group of HKS$1.827.2 million as m 30th Seprember,
2004 and; (i) 1he placing of Hanpy Shares compleied in December 2004 (details of which were set out in the
announcement of Hanny dated 23rd November, 2004). the adjusted unaudited cansolidated net assel value is
approximately HKSR.7 per Hanny Share,

As at the datc of this announcement, Haany hias outstanding options (o subscribe for an aggregaic of 21,800,000
Hanny Shares granted to it directors and cimployees of which (i) outstanding options to subscribe for 9,000,000
Vanay Shares were granted under ihie old share uption scheme sdopted on 2ist August, 200t and terminated on
17th March, 2003 and (ii) outsianding options 1o subseribe for 12,800,000 Hanay Share were granicd under
the new share option scheme adopted on 17th March, 2003. Apart from these and the Hanny Bond that may be
issued under the GDUO(fer, Hanay does not have any other autstanding options, warranss of othes convertible
securitics which carvy rights to subscribe for Hanny Shares,

Financial effect of the GDI Offer on Hanny

Details of the financial information of GDI including, amang other things, the accountum’s report of GDI
containing the cambiaed income statement and the combined cash low statement for the three years ended 31 st
December, 2002, 2003 and 2004, the combined balance sheet as at 315t December, 2002, 2003 and 2004,
together with Lhe respective notes following the injection of the Distributed Business by China Sirategic wil) be
disclosed in detail in the Hanny Circular.

Accordingly, (he financial effect of the GDI Offer on Hanny could not he ascertained as al the daic of this
announcement and such information witl be included in the Hanny Circular and the composite offer and response
document in retation to the GDI Offer.

Intentions of Hanny regarding GDI

GDI1 was incorporaled in the BV with limiled liability. Upon completion of the China Siratcgic Group
Reorganisation, GDJ's principal activity will be investment holding and its subsidiaries will be principally
engaged wthe Distribuicd Business. 1t is the intention of Hanny that the GD1 Graup will not conduct any
husincss ather than the Distributed Business or hold any other asscts other than thosc assels related (o the
Distributed Business which would be inherited lrom the China Sirategic Group Reorganisation, unless prior
approval from its shareholders has been ob d. The board of di of GDI intcnds not (o dispose of any
15 of the GDI Group upon completion of the GDI Offer. 11 is the intenlion of Hanay that it will not injcct any
sset into GDI of propose the board of dircctors of GDI ta authorise the disposal of any asscts ar make changes
(o the priacipal busincess of the GDI Graup. Interests of the sharchalders of GDL will be saleguarded by the
articles of association of GDI, which will contain provisions comparable 1o the rules governing connected
transactions and notifiable transactions contained in the Listing Rules. so that cenin transactions will be subject
1o independent sharcholders® approval and independent advice. | particular, (1) no material related parly
transactions may be entered into by the GDI Group vnless they are suhjoct ta the approval of the disinicresied
sharcholders of GDL by way of ordinary resolution in general meeting, the antice convening which is accompanicd
by a circular containing the advice of independent financial adviser, ar arc trapsactions on nosmal comimercial
termis o dhe ordinary and usual course of busincss of GBI Group; and (hj any transaction involving disposal or
acquisition of asscts with an aggregate value ol more than 25%. of the value of the 1tal assets of the GDI Group
as shown in the fatest audited accounts may rot he eatered iato unless approved by the sharcholders of GDI by
way of ordinary resolution in gencral meeting. [n addition, no GD! Shares will be issucd for cash unless they
are first offered (o ali shareholders in proportion to their respective sharcholdings in GDIL Detailed information
on the articles of assaciation of GDI will be included in the Hanny Circular and China Swrategic Cirewlar. The
board af dircctors of GDI currently compriscs all the cxccutive and aliernate dircctors of China Sirmegic, b
nonc of the independent non-exceutive dircctors of China Strategic have been appuinted as dicector of GDI.
Upan the close of (he GD Oficr, the composition of the board of dircctors of GDI may change. I GDL remains
a public company upon the close of the GBI Offer, it will appoint three independent non-cxecutive dircetoes
and it will sult he subjeci to the provisions of the Takeovers Code. Further announcement will be made in ihis
regarcd as and when appropriate.

No new isting application witl be made for the GDI Shares on the Stock Eachange or any other stock exchunge.
Dctails of the financial informalion of GDI inctuding, among other things. 1he accountant’s report of GDI
containing the combined income stalement and the combined cash Now statement for the three years ended 31st
December, 2002, 2003 and 2004, the combined bafance sheel as at 3st December, 2002, 2003 and 2004,
together with the respective notes following the injection of (he Distributed Business by China Strategic will be
disclosed in detail in the China Strategic Circular, the Hanny Circutar and in the compasite offer and response
document in respect of the GD1 Offer to be despatched in accordance with the sequirements of the Takeovers
Code,

SHARE SALE AGREEMENT

Hanny and Paul Y entered inta the Share Salc Agreement with the Offeror an t0th March, 2005, the principal
terms of which are as follows:—

Paul Y and Hanny
Offeror

Vendors:

Purchaser:

Subject matter of the sale and purchase:

(i) Paul Y Sale Shares, being 135,000,000 China Stralegic Shares (cquivalent to 67,500,000 Consolidated
China Strategic Shares upon the Capital Reorganisation having become effective) held by a whoily-owned

bsidiary of Paul Y, vep ing appreximately §5.3% of the issued share capital of China Strategic or

Paul Y's $2.2% equity interest in China Strategic as al the date of the Share Sale Agreement; and

(1) Hanny Sale Shares, being 135,000,000 China Sirategic Shares {equivalent to 67,500,000 Consolidated
China Strategic Shares upon (he Capital Reorganisation having beconie cffective) held by Well Orient,

representing approximately 15.3% of the issucd share capital of China Stratcgic or Hanny's 52.2% equity
interest in China Strategic as at the date of the Share Sale Agreement.

Given ITC is a substantial shareholder of Hanny and Paul Y is an associate of ITC, Paul Y is a connecied person
of Hanny. Accordingly. the Share Sale Agreement constitutes a connecied transaction of Hanny under the Listing
Rules and is therefore subject (o the approval of the Independent Hanny Shareholders al the Hanny SGM. The
Share Sale Agreement also constitutes a discloseable transaction for Hanpy under the Listing Rules. The Hanny
SGM will be convened by Hanny ar which an ordinary resolution will be proposcd (o scek approval of, amang
other things, the Share Sale Agreement and the transactions contemplated thereunder (including but not limited
1o the share mortgage in the parageaph headed “Share morigage” below). At the Hanny SGM. the voies of the

The following lable sels oul a summary of the audited consolidated balance sheet of the Hunny Group as at 31s1
March, 2003 and 2004 and unaudited consolidated balance sheet as a1 30th Seplember, 2004

As at
30th September, As at 31st March,
2004 2004 2003
HK 000 HKS$ 000 HK$'000
Non-currenl assets 1,526,718 1,643,529 1,604.463
Current assets 1,966,390 2,299,707 1,663,268
Current liabilities (1,242,140) (1,653,951} (1,185.858)
Net current assets 724250 645,756 477.410
Nan-current liabilities {10.456) {10,947) {177.708)
Miinority interests {413290) (405.157) (174,598)
Capital and reserves 1,827,222 1.873.181 1,729,567

independent Hanny Sharcholders in relation (o the Share Sale Agreement will be 1aken by poll where ITC and

its associates will abstain from voting.

Consideration:

Aggregate cash amount of HK$52,110.000 (HK$26,055.000 cach for the Paul Y Sale Sharcs and Hanny Sale

Sharcs), equivalent to approximaicly HK$0.193 per China Straiegic Share (equivalent (0 HK$0.386 per

Consolidated China Strategic Share). The consideration is payablc as foflows:—

(i) HKS$5.200,000 has been paid 1o Pau) Y and Hanny (HK$2.600.000 cach) as deposits upon the signing of
the Share Sate Agreement;

(ii) HKS$31,277,000 will be paid to Paul Y and Hanny (HK$15.638.500 each) upon Completion: and

(iii) the remaining balance of HK$15,633.000 will he paid to Paul Y and Hanny (HK$7,816.500 cach) within
six calendar months after Completion.

The consideration under the Share Sale Agreement has been arrived at after arm's length ncgotiations, having
taken into account the estimated net asset value of the China Strategic Group (before and afier the China
Strategic Group Reorganisation) and the market performance of the China Strategic Shares prior to suspension
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of irading in the China Sirategic Shares on §th March, 2005. The proceeds of HK$26,055,000 (before expenses)
from the Hanny Sale Shares will be used as general working capital {or the Hanny Group.

in the cvent thal any of the conditions of the Share Sale Agreement (as detailed below) shall not have been
fuifilied or waived (as the casc may be) on or before 31st December, 2005 or Campletion shall nol have waken
place in accordance with the terms of the Share Sale Agreement for any reasons (other than by reason of a
bhreach of the Share Sale Agreement by the Offeror). the HK$2,600,000 deposit respectively received by Paul Y
and Hanny will be returacd to the Olferor withoul interest.

Share morigage:

The Ofteror has agreed ta enfer into a share morggage upon Completion in favour of Paul Y and iHanny pledging
the 20,250,000 Consolidated China Strategic Shares ta cach of Paul Y and Hanny as security (or payment of the
balance of the consideration of HKS7.816,500 referred {0 in subh-paragraph (iii) under'the section headed
“Consideration” ahove. The charged sharcs, being 40,500,000 Consolidated China Strategic Shares 1o be acquired
by the Offeror pursuant to Share Sale Agreement (representing approximately 9.2% of (he issued share capital
of China Strategic afier the Capital Reorganisation has become efiective), represent a continuing seeurily for
the due and punciual payment of the final halance af the consideration of HKS$15,633,000. The share morigage
arrangement is a commercial arrangement between the Offeror, Paul Y and Hanny and has been agreed afier
arm’s length negutiations between them. Both of the boards of Paul Y and Hanay consider the pledge by the
Offeror of an aggregate of 40,500,000 Consolidated China Strategic Sharcs with value of HK$15,633,000 based
on the selling price per China Strategic Share under the Share Sale Agreement to be sufficient as a security for
the punctual payment of the balance of the coasideration of HKS15.633,000 by the Oficror. As 2 result of the
aforesaid sharc morigage arrangement, Paul Y and Hanny are presumed (o be parties acting in concert with the
Offerar in respect of China Swratcgic lor the purpose of ihe Takeovers Cade unless they rebut the presumption.

Conditions:

Complelien of the Share Sale Agreement is subject to: [

{aj il necessary. approval by the sharcholders of each of the Vendors {other than those who are required ta
abstain from voting under the Listing Rules) of (he transactions contemplated under the Share Sale
Agrecment in accordance with the Listing Rules and/or Takeovers Code;

(b3 completion of the duc diligence review (including but not limited to fegal, financial and business spects)
on China Strategic o the reasanable satislaciion of the Offerar within 15 business days from the dale of
the Share Sale Agreement;

(c} the China Swrategic Shares (or the Cansolidated China Strategic Shares) remaining listed on the Stock
Exchange at all times prior to and on Completion and the current listing of the China Strategic Shares (or
the Consolidaied China Sirategic Shares) not having been withdrawn o the Lrading of the China Strategic
Shares (or the Consolidaicd China Strategic Shares) not having been suspended for a consecutive period
af more than 7 trading days (oiher thun any suspension due lo the clearance of the anpouncement in
respect of the transactions coniemplated under the Share Sale Agreement and no indication having been
being received on or before the Completion Date from the Stock Exchange or the SFC to the effect (hat
such listing may be withdrawn or objected to {or conditions will or may be auached thereto) including but
not limited to as a result of Completion or being deemed as new fisting pursuant to the Listing Rules (save
and except for the application for listing and permission to deal in the Consolidated China Strategic Shares);

(d)  the abtaining of such ather consent, approval, authorisation, permission, waiver or exemplion which may
be required {rom governmental or regulatory authorities or other third parties which arc necessary or
desirable in connection with the performance of the Share Sale Agreement and any of the transactions
contemplatced thereunder;

() completion of the Cupilal Reorganisation and the China Strategic Group Reorganisation (o (he reasonable
satisfaction of the Offeror;

(f)  there being no material breach of warrantics given by the Vendors under the Share Sale Agreement belore
Completion; and

(g) the Executive not having indicated to the Offeror that the China Strategic Offer price should be more than
HK$0.193 (otherwise than due (o the Offeror and its concert partics having acquired voting rights at a
higher price or having voluntarily increased the offer price).

The Offeror may waive any of the conditions (b}, {f} and (g) above at any time before Completion by notice in
writing. I1 any of the above conditions shall not have been fulfilicd or waived (as the case may be) on or before
3ist December, 2005, the Share Sale Agreement shall be void and of no cffect and no party shall have any rights
or claims whether for loss or damages or other reliefs whaisoever against any of the other parties on any ground
save for antecedent bseaches.

As set out in the condition {c) above, completion of the China Strategic Group Reorganisation to the reasonable
satisfaction of the Offeror is a condition precedent (o Completion, 1t has been stipulated in the Share Sale
Agreement thal as a term of the China Strategic Group Reorganisalion, the combined net asset value of (he
China Strategic Group should be no less than HK5110 million and the aggregate fiabilities of the China Strategic
Group should be no more than HK$70 million upon Completion.

Completion:

Completion is (0 take place on the third business day after fulfilment or waiver (ss the case may be) of he
canditions referred Lo above,

Financial effects of the disposal of Hanny Sale Shares on Hanny:

Details of the linancial information of GD1 and China Sirategic including, among olher things, the accountant's
report on GDI and the pro forma financial information on the China Steategic Group after the China Strategic
Group Reorganisation will be disclosed in detail in the Hanny Circular.

Accordingly, the financial effect of the disposal of Hanny Sate Sharcs could not be ascertained as at the date of
this announcemenl and such information will be included in the Hanay Circular.

Reasons for the Share Sale Agreement:

As sct out in the paragraph headed “Financial information of the China Strategic Group™ ahove, the China
Strategic Group had made audited net 1oss of approximaiely HK$474.1 million and HK$189.5 million foc cach
of the (wa years ended 31st December, 2002 and 2003, and unauvdited nef loss of approximately HK$94.5
millien far the six months cnded 30th june, 2004. Iaterests in China Stralegic held by Hanny arc treated as
associales n the accounts of Hanny. For the year ended st March, 2004 and six months ended 30th September,
2004, Hunny recorded a loss {rom the results of China Strategic of approximatety HK$39.6 mitlian and HK$27.8
million, respectively.

Given that the China Straiegic Group Reorganisation is one of the conditions precedeat ta Comptetion, Hanny
woutd upon Completion have effectively realised part of its investments in the China Strategic Group but could
sctain its ioterest in the GDt Group. Upon Completion, the interests in China Stirategic held by Hanny will be
reduced from approximately 29.4% (0 14.0%. China Sirategic will no longer be an associated company of
Hanny and accordingly, Hanny will treat China Strategic as an investment in s accounts and will not equity
account for China Strategic's assets, liabilities and results. In view of 1he toss-making history of China Strategic,
the directors of Hanay consider it prudent to reduce its interests in China Strategic al this stage. However, given
the Offeros’s background and business connection in the PRC and the Republic of Austsia as mentioned in the
section headed “Background of the Offeror and its intentions regarding China Strategic™ below, the dircciors of
Haany consider that retaining some interest in China Strategic would cnable Hanny to fake advantage of the

{uture prospects ol the China Strategic Group following completion of the Share Sale Agreement and the China
Strategic Offer.

Upon completion of the China Strategic Group Reorganisalian, two overscas listed companies, namncly CEL
and MR, will become nan wholly-owned subsidiarics of GDI. By making the GDI Offer, Hanny inay increase
its stake in GDI to the extent that GDI may hecome a subsidiary of Hanny. I this happens. Haany will be in
cantrol of two overseas Jisted companies engaged in part of the Distributed Business. By partiat disposal of
interests in China Strategic as meationed abave together with the making of the GDI Otfer, Hanany will be ahle
to sireamline its existing listed group structure in a way that Hanny could manage the operation of the Disiributed
Busincss in a morc efficient way. The directors of Hanny believe that such streamilined 8roup struciure could
allow Hanny's managementi to enhance the patential of the Distributed Busincss.

Bascd on the ahove, the directors of Hanny (including independent non-cxecutive directorsy consider thal the
terms of the Share Sale Agrecmenl are on ann’s fength basis, fair and rcasonable and are in the interests of
Hanny and its shareholders as a whole.

Since the China Stralegic Group Reorganisation is vne of the canditions precedent to Completion, Hanny
considers Lhat it is beneficial T'or it and its shurehalders 1o put forward the proposal in respect of the China
Sirategic Group Reorganisalion to the China Strategic Board.

POSSIBLE MANDATORY OFFER FOR THE CHINA STRATEGIC SHARES

Upan Completion, the Offeror will be interested in 220,000,000 China Strategic Shares {equivalent to 135,000,000
Consolidated China Strategic Shares), representing approximaiely 30.63% of the entire issued share capital of
China Strategic. Pursuant to the Takcovers Code, the Offeror will be obliged 1o make a mandatory cash offer to
the China Strategic Shareholders to acquire all the Consolidated China Strategic Sharcs (ather than those already
held or agreed to be acquired by the Offerar and parties acting in cancerl with it), Upan Comipletion, (i) Pau! \
will be interested in 123.819,795 China Strategic Shares (cquivaient 1o 61,909,897 Consolidaled China Strategic
Shares), representing approximately 14.04% of the eatire issued share capital of China Strategic; and (ii) Hanny
will be interested in $23.819.794 China Strategic Shares {equivalent o 61,909,897 Consolidated China Stratcgic
Shares), sepresenting approximately 14.04% of the entirc issued share capital of China Stratcgic. Upaa
Completion, the Offeror together with the parties acting in concert with it (including Paul Y and Hanny) will he
interested in an aggregate of 517,639,589 China Sirategic Shares (cquivalent o 258,819,794 Consolidated
China Strategic Sharcs), representing approximately 58.8% of the entire issued share capilal of China Stralegic.
Save for Paul ¥ and Hanny (heing presumed concert parties ol the OfTeror), as at the date of this announcement,
neither the Offeror nor any parties acting in concers with il holds any securitics of China Strategic. Neither the
Offerar nor any parties acting in conceri with it has dealt in the securitics of China Strategic during the six-
month period immediately preceding 15th Ociaher, 2004 being the comnieacement of the offer period as defined
in the Takeovers Code.

Subject to Completion, Kingsion will, on behalf of the Offeror. make a imandatory cash oifer 1o all China
Strategic Sharchoiders to acquire atl the Consolidated China Strategic Shares, other than those held ar agreed
1o be acquired by the Olfesor and parties acling in concert with it. on (erms 10 be sel oul in the composite offer
and response document and the accompanying form of scceplance and transfer on the following basis:

HK$0.386 in cash

(equivalent to HK$0.193 in cash
for each China Strategic Share)

For each Consolidated China Strategic Share

The China Strategic Offer will not be exicnded (o Paul Y and Hanny. The China Strategic Qffer price is the
same as the price per China Strategic Share (adjusted for the China Strategic Group Reorganisalion) under the
Share Sale Agreement, which price was lixed after taking into cansideration the estimated act asset value of the
China Strategic Group {hefore and afier the China Strategic Group Reorganisation) and the market performance
of the China Strategic Shares prior 1o suspeasion of trading in the China Strategic Shares on 8th March, 2005
Based on China Strategic's expected issued share capital of 440,797,543 Consolidated China Strategic Shares
upon completion of the China Sirategic Group Rearganisation, the China Strategic Offer values the entire
issued share capital of China Stralegic at approximatcly HKS170.1 miliion. Excluding the 258,819,794
Consolidaled China Sirategic Shares which will be held by the QIferor and parties acling in concest with it
(including Paul Y and Hanny), representing approximately 58.8% of the total number of Consofidated China
Strategic Shares expecied to be in issue, 181,977,749 Consolidated China Strategic Shares will be subject ta the
China Strategic Offer and the value for the China Strategic Offcr will amount to approximaiely HK$70.2 million,
Kingston is satisfied thal the Offeror has sufficient financial resources available to it to salisfy full acceptance
of the China Strategic Offer.

The Consolidated China Stratcgic Shares subject to the China Strategic Offer will be acquired ex entitlement (o
the dividend distribution in specie of the GD! Shares but cum the right to receive all dividends or distributions
declared, paid or made on or after completion of the China Sirategic Group Rearganisation and frec from ail
third party rights attaching thereto on or after that date.

Seller's ad valorem stamp duty in connection with the acceplance of the China Strategic Offer amounting to
HK$1.00 for cvery HKS1,000 or part thereof of the consideration will be payable by the accepting China
Strategic Sharcholders and will he deducted by the Offeror from the consideration payable on acceptance af the
China Strategic Offer. The Offeror will thea pay the stamp duiy on behall of the accepiing China Strategic
Shareholders,

As al the date of this announcement, China Steitegic has no outstanding convertible securitics, options of
warrants, The Offeror and its concert parties have not entercd into any agreements in relation to the issue of any
convertible securities, options. warrants or derivatives of China Strategic.

The making of the China Strategic Offer is 8 possibility only and may or may not proceed. In the event
that the China Strategic Offer is made, it will be an unconditional offer,

Background of the Offeror and its intentions regarding China Steategic

The Offerar is a company incorporated in the BY1 Itis principally engaged in investment holding. The eatire
issued share capital of the Offerar is henelicially owned by Me. Gao Yang, who is also the sole director of the
Offcror. Save for entering into the Share Sate Agreement, the Offeror has not conducted any business since Hs
incorporaiion. Mr. Gao Yang, aged 38, wha is currently residing in Shanghai. the PRC. has heen cngaged in
trading husiness between the PRC and the Republic of Austria, which mainly focused on acting as trading
agenis for Euro-American machine manufaciuring and engineering companies in the PRC since 1990s. Currendly.
Mr. Gao is also managing a company with registered capital of RMB 100,000,000 and with an unaudited nel
assct vatuc of approximately RMB700,000,000 in 2003. Mr. Gao does not have any shareholding in this company.
Such company is engaged in property development (including the development of commercial residential
buildings and complen in Beijing, the PRC), investment in high technology (including hydro-electric technolngy)
and industrial enlerprises {including investment in a joint venture with a renowned Korean car manufacturcr} as
well as investment management in the PRC.

Hanny confinms that o the best of the knowledge, informatinn and belief of the Hanny Directars and having
made all reasonable caguiries, the Offecor and its ultimate benelicial owner are thisd parties independeat ol
Hanny and its connceted persons (as defined in the Listing Rules). Paul Y and Hanny are presumed 0 be parlies
acting in concert with the Offeror for the purpose of the Takeavers Code.

The Offeror intends that China Strategic will continue with the Remaining Business. The Offerar will review
the financial position and business operations of China Strategic wilh a view to strengtheniag the operations
and future devetopment of China Strategic. The Offeror will alse adopt the husincss sirategy of making
invesiments with good carnings potential that can complement the business of China Strategic. The Offerar will
also explore other husincss opportunities and consider whether any asset disposals, asset acquisitions, business
diversification will be approprialc in order 10 enhance the long term growth of China Strategic. ln the event that
any of disposal and/ar acquisition materialises, further announcement will be made as and when required by the
Listing Rules,




A42 NOTICES

Wedniesday, April 20, 2005 The Standard

Proposed new directars of China Strategic

The China Strategic Board is currently made up of ten directors, comprising five executive directors, two alternate
directors and three independent non-executive direciors. All the existing directors of China Strategic will resign
on the earliest dale permilied under the Takeovers Code. As at the date of this announcement, the number of
new directars to be nominated has not been determined. Further anaouncement will be made as and when there
is a change in the composition of the China Strategic Board.

Maintenance of the listing status of China Strategic

The Stock Exchange has stated that if, at the close of the China Strategic Offer, less than the minimum
prescribed percentage applicable to China Strategic, being 25% of the Consolidated China Strategic
Shares are held by the public, or il the Stock Exchange believes that:

— o False market cxists or may exist in the trading of the Consolidated China Strategic Shares; or

—  there are insufficient Consolidated China Strategic Shares in public hands to maintain an orderly
market,

it will cansider exercising its discretion 1o suspend dealings in the Consolidated China Strategic Shares,

The Offeror intends China Straicgic to remain tisted on the Stock Exchange. The divector of the Qfferor and the
new directors (o0 be appointed 1o the China Strategic Board will jointly and severally underlake to the Siock
Exchange 1o take appropriate steps to ensuce thal sufficient public float cxists in China Strategic’s shares.

COMPARISON OF THE COMBINED OFFER PRICE UNDER THE GDI OFFER AND THE CHINA
STRATEGIC OFFER WWITH MARKET PERFORMANCE

Option 1 of GDI Offer arid the China Strategic Offer:

On the hasis of the closing price of HK$3.7 per Hanny Share as quoted on the Stock Exchange on the Last
Trading Day. the combined consideration under Option 1 of the GD1 Offer and the China Strategic Offer,
adjusted for the Capital Reorganisation, is cquivalent 1o HIKS0.743 pee existing China Strategic Share and
represents:

— adiscount of approximately 54.4% ta the unaudited consolidated net asset vatue of China Sirategic of
approximately HK$1.63 per China Strategic Share as at 30th June. 2004;

—  apremium of approximaicly 37.6% over the closing price of HKS0.54 per China Swrategic Share as guoted
on the Stock Exchange on the Last Trading Day:

— upremivm of approximately 29.9% over the average closing price ol approximately HK$0.572 per China
Strategic Shure for the ten consccutive trading days up to and including the Last Trading Day;

— a4 premium of approximately 28.5% over Lhe average closing price of approximately HK30.578 per China
Sirategic Share for the thirly consecutive trading days up o and including the Last Trading Day; and

— 2 premium of approximately 33.4% over the average closing price of approximately HK$(.557 per China
Strategic Share for the sixty consecutive trading days up to and including the Last Trading Day.

Option 2 of GD1 Offer and the China Strategic Offer:

On the basis of the ace valuc of the Hanny Bond to be issued under Option 2 of the GDI Offer, the combined
consideration under Option 2 of the GDI Offer and the China Steategic Offer, udjusted for the Capital
Reorganisalion, is equivalent 1o HKS!.693 per existing China Strawegic Share and represents:

— 4 premium of approximately 1.9% over the unaudited consalidated net asset value of China Sirategic of
approximately HK$1.63 per China Strategic Sharc as at 30th June, 2004;

— a premium of approximately 213.5% over the closing price of HK$0.54 per China Sirategic Share as
quoted on the Stock Exchange an the Last Trading Day.

-~ a premium of approximately 196.0% over the average closing price of approximately HK$0.572 per China
Strategic Share for the ten consecutive trading days up to and including the Last Trading Day;

—  a premium of approximately 192.9% over the average closing price of approximately HK$0.578 per China
Strategic Share for the thirty conseculive rrading days up to and including the Last Trading Day: and

— 2 premiom of approximatcly 203.9% aver (he average closing price of approximately HK$0.557 per China
Steategic Share for the sixly consecutive trading days up 1o and including the Last Trading Day.

In the China Stratcgic Circular, the China Strategic Offer price of HK$0.386 per Consolidated China Strategic
| -Share will be compared (o the pra forma net asset value per Consolidated China Strategic Share upon completion
,of the China Sirategic Group Reorganisation.

‘in the Hanny Circular, {i) the consideration under the Sharc Sale Agrecinent (which is equivalent to the China
Strategic Offer price of HK$0.386 per Consolidated China Sirategic Share) will be compared (o the pro forma
net assel value per Cansolidaied China Siralegic Share upon completion of the China Strategic Group
Reorganisation; and (ii) the GD1 Offer price per GDI Share under Option | and Option 2 will be compared ta
the pro forma net assel vatue per GD1 Share.

GENERAL

An independent board committee of China Sirategic will be formed 10 make r ion 10 the Independ
China Strategic Sharcholders on the China Strategic Group Reorganisation, the China Strategic Offer and ihe
GDI1 Offer. Hercules has been uppointed as the independent financial adviser (o advise the independent board
commitiee of China Strategic and the Independeont China Strategic Sharcholders in connection therewith.

The China Strategic Circutar conlaining. among other things, details of the China Strategic Group Reorganisation,
the Capitul Reorganisation. change of board lot size. a notice convening a general mecting of China Strategic,
the letier of recommendation from the independent board commitiee of China Strategic and the keiter of advice
from Hercules will be sent to the China Strategic Sharcholders as suon as praciicable,

An independent board commitiee of Hanny will be formed to make r d 1o the Independent Hanny
Sharcholders on the making of the GDI Otfer by Well Orient and the Share Sale Agreement. AMS has been
appointed as the independent financial adviser to advise the independent board committee of Hanny and
Independent Hanny Sharcholders in conneclion therewith. The Hanny Circular containing, among other things,
details of the Share Sale Agreement, GD1 Offer, the accountant's report of GDIL, a aotice convening the Hanny
SGM, the letter of ¢ I {rom the independent board commitiee of Hanny and the letier of advice
from AMS will be sent to the Hanny Sharcholders as soon as practicable.

Rule 8.2 of the Takeovers Code provides that an offer document should normaily be posted by or on behalf of
the offeror within 21 days of the date of announcement of the ofler (or, in the case of a securitics exchange
offer, 35 days). Accordingly. the offer document in relation 1o the China Strategic Offer should be posted within
21 days of the dale of this announcement whereas the offer document in relation (o the GDI Qffer should be
posted within 35 days of the daie of this announcement, Pursuant 1o Note 2 to Rule 8.2 of the Takcovers Code,
the Exccutive's consent is required il the making of an ofler is subject (o the prior fulfilment of a pre-condition
and the pre-condition canaot be fulfilled withia the time period contcmplaied by Rule 8.2 of the Takeavers
Code. Application will be made by cach of Weil Orient and the Offcror for the Execulive's consent ynder Rule
8.2 of the Takeovers Code v extend the deadline for the despatch ol the refevant of{er documents (o within
seven days of fullilment of the conditions precedent of Share Sale Agreement.

A composite offer and response document of China Strategic setting oul details of the China Strategic Offer
(accompanied by the acceptance and transfer form) and incorporating the leiter of recommendation from the
indcpendent hoasd commitiee of China Strategic and the teuer of advice lrom Hercules on the China Strategic
Offer will be sent to the China Sirategic Sharcholders in accordance with ihe Takeovers Code.

Another compasite offer and response document of GD! seuting out details of the GDI Offer (accompanied by
the acceprance and wansfer form). information en Hanny and incorposating the letter of recommendation from
the independent board commitiee of GDI and the letter of advice lrom Hercules on the GDI Offer will be sent
16 the sharcholders of GDI in aceordance with the Takeovers Code.

WARNING: THE MAKING OF BOTH THE GDI OFFER AND THE CHINA STRATEGIC OFFER ARE
SUBJECT TO A NUMBER OF CONDITIONS AND ARE POSSIBILITIES ONLY, AS THE QFFERS
MAY OR MAY NOT PROCEED, INVESTORS, PAUL Y SHAREHOLDERS, HANNY SHAREHOLDERS
AND CHINA STRATEGIC SHAREHOLDERS ARE URGED TO EXERCISE CAUTION WHEN
DEALING IN THE SHARES OF PAUL Y, HANNY AND CHINA STRATEGIC.

SUSPENSION AND RESUMPTION OF TRADING

At Lhe request of Hanny, trading in its shares on the Stock Exchange was suspended with effect from 9:45 a.m.
on 8th March, 2005 pending the release of this announcement. Trading in the Hanny Shares wil! continuce 10 he
suspended pending the release of an announcement in relation to. among others, a major transaction regarding
@ subscription ol a canvertible note.

Ai the request of China Strategic, trading in its shares on the Stock Exchange was suspended with effect from
9:45 2.m. on 8th March, 2005 pending the selease of this announcement. Application has beea made by China
Sirategic (0 the Stock Exchange (or resumption of trading in the China Strategic Shares with effect from 9:20
a.m. on 20th April, 200S.

As at the date of this announcement, the directors of Hanay are as lallows:

Executive Directors:

Dr. Chan Kwok Keung, Charles
Dr. Yap, Allan

Mr. Lui Stu Tsuen, Richasd
Mr. Chan Kwok Hung

Non-executive Direciors:

Mr. Fok Kin-ning, Canning

Mr. Ip Tak Chucn, Edmond

Mr. Cheung Hon Kit

Ms. Shih, Edith

{Alternare to Mr. Fok Kin-ning. Canning)

Independent Nun-executive Directors:
Mr. Yuen Tin Fan, Francis

Mr. Kwok Ka Lap, Alva

Mr. Wong King Lam, Joseph

As al ihe date of his announcement, the directors of China Strategic arc as follows:

Exccutive Directors:

Dr. Chan Kwok Keung, Charles

Dr. Yap, Allan

Ms. Chau Mei Wah, Rosanna

Ms. Chan Ling, Eva

Mr. Li Bo

Mr. Chan Kwok Hung

(Alternate 10 Dr. Chan Kwok Keung, Charles)
Mr. Lui Siu Tsuen, Richard

(Alternare 1o Dr. Yap, Allan)

Independent Non-cxecutive Directors:
Mr. David Edwin Bussmann

Mr. Wong King Lam, Joscph

Mr. Sin Chi Fai

DEFINITIONS
In Lhis announcement, the following terms have the following meanings: -

“AMS” AMS Corporate Finance Limited. a licensed corporatiop under the SFOQ
permitted (o carry out types 4, 6 and 9 of the regulated activitics for the
purposcs of the SFO and the ind deat fi iat adviser 10 the indcpend

bazed commitiee of Hanny and {ndependent Hanny Sharcholders

“associate™ has the meaning as defined in the Listing Rules

“BVI” the British Virgin Jslands
“Capital Reduction™ he proposed cancellation of the paid-up capital of HKS0.05 on cach issued
China Strategic Sharc and the reduction of the nominal value of each of the
issued China Strategic Share from HK30.10 10 HKS$(.05 and the cancellation
of the entire share premium account of China Sirategic

“Capital Reorganisation™ the proposed capital rearganisation of China Strategic involving the Capital
Reduction, the Subdivision and the Share Consolidation

“CEL™ China Enterprises Limited, a company incorporated in Bermuda with timited
liability, the shares of which are traded on the OTC (over-the-coumier)
Bulletin Board in the United States of America and is owned as 10 55.22%
effective cquity intercst and 8B.8% cfcctive interest al voting right by China
Strategic

“China Stratcgic” China Strategic Holdings Limiied. a company incarporated in Hong Kong
with lmited liability and the shares of which arc listed on the main bourd
of the Stock Exchange

“China Stratcgic Board™ bourd of directors ol China Strategic

“China Stralcgic Circutar” a circular of China Sicategic containing. among other thiags, details of the
China Strategic Group Reorganisation, the Capital Reorganisation. change
of hoard lot size, a notice convening a general meeting of China Strategic
and the lesier of rec fation (roin ihe independent board commiltee
of China Stratcgic and the fenter of advice from Hercules 10 be desputehed

to China Strategic Shareholders

“China Strategic Group™ China Strasegic and its subsidiaries

the proposcd internal group rearganisation of China Sirategic which, if
approved and implemented, will result in (i) China Strategic cantinuing as
a public listcd company concentrating nn the Remaining Business; (i) GDI
conceatrating on the Distribuled Business; and (3ii) the China Strutegic
Shareholders receiving by way of distribution in specie of the GDI Sharcs
on the hasis aof one GDI Share for one Consolidaled China Strategic Share

“China Strategic Group
Reorganisation™

“China Strategic Offer” the possible mandatory cash offer 10 acquire 2l! the Consolidated China
Strategic Shares not already held or agreed 10 be acquired by the Offeror
and partics acting in cancert with it at & price o HK$0.386 per Consolidated
China Stralegic Share (cquivalent to HK$0.193 per China Strategic Share)
in cash. ex entitlement 6 the distribution in specie of the GDI Shares
pursuaat {o the China Strategic Group Reorganisation
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“China Strategic Share(s)”

“China Straiegic Sharcholder(s)”

“Companies Ordinance™
“Complelion™
“Completion Date”

“Consolidated China Straicgic
Share(s)”

“Canversion”

*Distributcd Business™

“Executive”

oo

“GDI Group™

“GDt Offer”

“GD1 Share(s)"

“Hanny™

“Hanny Bond™

“Hanny Circular”

“Haany Conversion Shares™
“Hanny Group™

“Hanny Sale Shares™

“Hanny Share(s)”

“Hanny SGM™

“Hanny Sharcholders™

“Hercules™

“Hong Kong”

“Independent Hanny Sharcholders™

“Independent China Strategic
Shareholders™

“ITc”

“Kingston™

“Last Trading Day™

“Listing Rules™
“Maturity Date™

“MRI"

ardinary share(s) of HK$0.10 cach in the issued share capital of China
Strategic

holdergs) of the China Stralegic Shares or Consolidated China Strategic
Shares, as the case way be

the Companics Ordinance. Chapter 32 of the Laws of Hong Kong
completion of the Share Sale Agreement
the datc of Completion

issucd and unissued ordinary share(s) of HKS$0.10 cach in the share capital
of China Strategic upon the Capital Reorganisation having become cffective

conversion of the Hanny Bond by its holder in accordance with the terms
of the Hanny Band

all business other than the Remaining Business which will be carried on by
the GDI Group upon completion of the China Strategic Group
Reorganisation, including property development, manufacturing and
marketing of tires, business of providing package tour, travel and other
related services and other investment halding business

the Exccutive Director of the Corporate Finance Division of the SFC and
any delegale ol the Executive Dircctor

Graup Dragon Investments Limited, a company incorporated in the BV
with limited liability and a wholly-owned subsidiary of China Strategic as
at the date of this anpouncement

GDI and its subsidiarics upon completion ol the China Strategic Group
Reorganisation

the possible voluntary offer 10 acquire all the GDI Shares not already held
by Well Orient and parties acting in concert with i, the terms of which are
set out herein

ordinary share(s) currently of USS$1.00 each in the issucd share capital of
GDi

Hanny Holdings Limitcd. & company incorporated in Bermuda with limited
fiability and the shares of which are listed on the main board of the Stock
Exchange

the convertible bond to be issued by Hanny in denominations of HK$15.0
each under Option 2, which will be convertible into new Hanny Shares a1
an initial conversion price of HK$9.0 per Hanny Share at any time after its
issuc and up v the Maturity Date

a circular of Hanny containing, among other things, details of the Share
Sale Agreenment and the making of the GDI Offer and the teiter of
recommendation from the independent board committee of Hanny and the
letter of advice feom AMS 10 be despatched (o the Hanny Sharcholders

new Hanny Shares ta be allotted and issucd by Hanny upon Conversion
Hanny and its subsidiaries

135.000,000 China Sirategic Shares (equivalent 10 67,500,000 Consolidated
China Strategic Shares upon the Capilal Reorganisation having become
effective) held by Well Qricnt, representing approximately 15.3% of the
issued share capital ot China Strategic

ardinary sharc(s) of HK$0.01 each in the issued share capital of Hanny

a special gencral meeting Lo e held by Hanny to approve, among ather
things, the Share Sale Agreciment and the GDI1 Offer (including the aliotment
and issue of the new Hanny Shares under Option | and Hanny Conversion
Shires)

shareholders of Hunny

Hereutes Capital Limited, a licensed corporation under the SFO permived
1o carry aut type 6 of the regulated activities far the purposes of the SFO
and the independent financial adviser to the independent hoard cammittee
of China Steategic and the Independent China Strategic Shareholders and
independeat shareholders of GDI

the Hong Kong Special Administrative Region of the PRC

Hanny Shareholders other than ITC and its associates and parties acting in
congert with any of them

China Steategic Sharcholders other than Paul Y and Hanny and their
respective associates and parties acting in concert with any of them

ITC Corporation Limited. a company incorporated in Besmuda with limited
tiahility and the shares of which are listed on the main board of the Stock
Exchange

Kingston Sccurities Limbted. a corporation Yicensed under the wransitional
arrangements ta carry out Types 1,4.6.7 and 9 regulated activities for the
purposes of the SFO. which will make the China Surategic Offer on behall
af the Ofteror

7th March, 2005, being the last day on which China Sirategic Shares and
Hanny Shares were traded on the Stock Exchange prior to the suspension
in rading of China Strategic Shares and Hanny Shares pending the
publication of ihis announcement

the Rules Governing the Listing of Securities on the Stock Exchange
the {ifth anniversary from the date of issuc of the Hanny Bond

MRI Holdings Limited, a 57.3% owned subsidiary of China Strategic and
the shares of which are listed on the Australian Stock Exchange

“Offeror™ Nution Ficld Limited, a company incorporated in the BVI with limiced
liahility and benclicially and wholly owacd by Mr. Gaa Yany

“Option 1" the option olfered to the China Serategic Sharcholders under the GDI Otfer
in the form of onc Hanny Share plus HK$1.R cash for every five GDI $hares

“Option 27 the aption offcred 1o the China Stralegic Sharcholders under the GDE Offer
in the form of one Hanay Bond for every five GDI Sharcs

“Pas! ¥ Paul Y. - ITC Construction Holdings Limited. a company incorporated in
Bermuda with limited liability and (he shares of which are tizted on the
main board of the Stock Exchange

“Paul Y Sale Shares™ 135,000,000 China Strategic Shares (cquivalent to 67,500,000 Consolidated
China Siratcgic Shares upon the Capital Reorganisation having become
cffective} held by a whelly-owned subsidiary of Paul Y. representing
approximately 15.3% of the issued share capital of China Strategic

“Pau! Y Sharcholders” sharcholders of Paul Y

“PRC™ the Pcople’s Republic of China

“Record Date™ the record dale. ta be fixed, 0 determine entitlements (o the diswibution in
specie of the GDI Shares by China Strategic

“Reduced China Straicgic issued and unissued share(s) of HK$0.05 cach in the share capital of

Share(s)” China Strategic crealed from the Capital Reduction and Subdivision bui

prior (o the impl ation of the Share C lidation

“Remaining Busincss” the business to be remained in the China Strategic Group upon completinn

of the China Strategic Group Reorganisation, including mantfacturing and
trading of hauery products, investments in sccurities and properiy and
investment in unfisted investments

“SEC™ the Sccurities and Futures Commission

“SFO” the Securitics and Fulures Ordinance, Chapter 571 of the Laws of Hong
Kaong

“Share Consalidation™ the proposed cansolidation of every two Reduced China Strategic Shares

into one Consolidated China Strategic Sharc

"Share Sale Agrecment” the sale and purchase agreement daied 10th March, 2005 entercd into
between, inter afia, the Offeror, Paul Y and Hanny for the acquisition by
the Offeror of an aggregale of 270,000,000 China Strategic Shares from
Paul Y and Hanny, which shares represent approximately 30.6% of the issued
share capital of China Strategic as at the dale of the Share Sale Agreement

“Somericy™ Somerley Limited. a deemed licensed corporation under the SFO permitied
1o carry out types 1, 4, 6 and 9 of the regulated activities for the purposes af
the SFO and the financial adviser to Hanny, which will make the GDI Offer
on behal( of Weil Qrient

“Stack Exchange” The Stock Exchange of Hong Kong Limited

“Suhdivision” the subdivision of each aushorised hut upissued China Strategic Share ime
(wo Reduced China Strategic Shares

“Takeovers Code™ The Hong Kong Code on Takeovers und Mergers

“Vendors™ Pazul Y and Hanny, heing the veadars of the Paul Y Sule Shares and the
Hanny Sale Shares respectively

“Weil Orient” Well Orieni Limited, a company incorporated in Hong Kong and an indirect
wholly-owncd subsidiary ol Hanny

“HKS" Hong Kong dollars, the lawful cusrency of Hong Kong

“uss” United States dollars. the lawful currency of the United Siates of America

Note: Amounts expressed in USS have heen teanslared into HKS at the rare of HKS7 R=US31.0 in this announcement for
Hlustrative purpnse.

By order of the board
HANNY HOLDINGS LIMITED
Cheng Wai'Chu, Judy
Company Sccretary

By order of the boacd By order of the board
NATION FIELD LIMITED WELL ORIENT LIMITED

Gao Yang Lui Siu Tsuen, Richard
Director Disecior

By order of the board By arder of the board

CHINA STRATEGIC HOLDINGS LIMITED  GROUP DRAGON INVESTMENTS LIMITED
Chan Yan Yan, Jenny Chan Ling, Eva
Company Secretary Director

Hong Kong, 19th April, 2005

The sole director of the Offeror accepts full responsibiliry for the accuracy of the information contained i this
announcemens other than that relating 1o the Hunny Group and Chine Sivategic Group and confirms. having
made oll reasonable enguiries, that 10 the best of his knowicdge, opinions cxpressed in this announcement wther
than those relating 1o the Hanry Group and China Strategic Group have been arrived at after duc and careful
consideration and these are no other facis not contuined in this announcement. the omission of which would
make any statement in this announcenens misleading.

The directors of Hanny jointly and severally acceps full responsibility for the arcuracy of the informarion
contained in ihis announcemear other than ihat relating o the Offeror and the China Strategic Grouj and
confirm. having made all reasonable enquiries. that 1p the best of their knowledge. opinions expressed i thix
announcement other than those relating to Offeror and the China Straregic Group have been arrived r[fln“
due and careful consideration and there are uo other facis noi comained in shis announcemeni, the omission of
which would make any in this ann ment mislead,

13
The directors of Ching Strategic jointly and severally accept full vesponsibility for the aceuracy of the information
contained in this announcerent other than that reluting 1o the Offeror and the Hanny Growp and confiran
having made all reasonable enquiries. thal 10 the best of their knowledge, opinions expressed in this announcement
other than those relating to the Offeror and the Hanny Group have been arrived at after due and careful
consideration and there are no other facts not contained in this announcement, the omission of which would
make any statement in this announcement misleading.
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N14 NOTICES

PROSPECT

As the country has already attained rich and fruitful development in 2004, the Group is confident to the
further growth in the economy of China and Hong Kong in time to come. Having positioned itself as a
conglomerate investor in various sectors in the country, the Group would, however, maintain its prevalent
conservative and cautious investment posture in the coming year and to contribute its effort to explore new
investment opportunities.

Despite any uncertainties, the Group will continue to strive to protect the long-term interests of our
sharcholders.

CONTINGENT LIABILITIES
THE GROUP
2004 2003
HK$’000 HK$°000
(a) Corporate guarantee given by the
Company for banking facilities

granted to:
(1) Associates 15,500 32,300
Other guarantees issued to associates ’ 30,780 780

46,280 33,080 .

(b) The Company has granted a guarantee in favour of MTR Corporation Limited (*MTR”) in respect of
outstanding rent and obligations under the tenancy agreement entered into between Tung Fong Hung
Medicine (Retail) Limited, a wholly-owned subsidiary of TFHI and MTR for the leased properties. As at
31st December, 2004, such guarantée has not yet been released upon the disposal of the entire interest in
TFHI by the Group. -

PLEDGE OF ASSETS

(a) As at 31st December, 2004, bank deposits of HK$1,012,000 (2003: Nil) was pledged to secure credit
facilities granted to the Group.

As at 31st December, 2004, there were no pledge of interests in associates. As at 31st December, 2003,
interests in an associates with net assets value attributable to the Group of approximately HK$83,622,000
were pledged to secure credit facilities granted to the associates of the Group.

(b) At 31st December, 2004, listed equity securities with a carrying value of HK$72,186,000 (2003:
HK$111,496,000) were pledged to seture margin account credit facilities and banking facilities granted
to the Group. .

The margin loan facility amounting to HK$33,567,000 included in bank loans and other borrowings
(2003: HK$7,131,000) were utilised by the Group.
COMMITMENTS :
Al the balance sheet date, the Group had the following commitments:
THE GROUP
2004 2003
HK$’000 HK$'000

Contracted for but not provided in the financial statements in respect of

(i)  Acquisition of interest in properties 377,516 To-
_(ii) Other assets 91,981 -
(iii)  Acquisition of subsidiaries 10,000 -

479,497 -




PURCHASE, SALE OR REDEMPTION OF SHARES
During the year, neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the
Company'’s listed shares.

THE MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

During the year, the Company adopted the Model Code for Securities Transactions by Directors of Listed
Companies (the “Model Code™) as set out in Appendix 10 to the Rules Governing the Listing Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules™) as its own code of conduct regarding
directors’ securities transactions. Based on specific enquiry of all the directors of the Company, the directors
complied throughout the year in review with the required standards as set out in the Model Code.

CODE OF BEST PRACTICE

In the opinion of the Directors, the Company has complied with the Code of Best Practice (the “Code™) as set
out in Appendix 14 of the Listing Rules throughout the year, except that the non-executive directors of the
Company are not appointed for specific terms but they are subject to retirement by rotation and re-election at
the annual general meeting in accordance with the Company’s Articles of Association.

AUDIT COMMITTEE

The Audit Committee has reviewed with management the accounting principles and practices adopted by the
Group and discussed auditing, financial reporting process and internal control matters including a review of
the audited financial report for the year. The Audit Commiftee comprises three independent non-executive
directors of the Company, namely Mr. David Edwin Bussmann, Mr. Wong King Lam, Joseph and Mr. Sin Chi
Fai.

PROPOSED AMENDMENTS TO THE ARTICLES OF ASSOCIATION

In order to ensure compliance with new Code on Corporate Governance Practices as contained in Appendix
14 to the Listing Rules on The Stock Exchange of Hong Kong Limited (the “Stock Exchange™) and to align
the Company’s Articles of Association with the current practices under the Listing Rules, it is proposed that
certain amendents be made to the Company’s Articles of Association. A special resolution to give effect to the
proposed amendments to the Company’s Articles of Association will be proposed at the forthcoming annual
general meeting of the Company. Particulars of the proposed amendments will be set out in a circular to be
despatched to the shareholders of the Company and in the notice of the aforementioned annual general
meeting to be published in due course.

ANNUAL GENERAL MEETING . :
The 2005 Annual General Meeting of the Compdny will be held on 29th June, 2005. Notice convening the
meeting will be issued in due course.

PUBLICATION OF DETAILED RESULTS ANNOUNCEMENT ON THE WEBSITE OF THE STOCK
EXCHANGE '

A detailed results announcement containing all information required by paragraphs 45(1) to 45(3) of
Appendix 16 of the Listing Rules will be published on the website of the Stock Exchange in due course.

LIST OF DIRECTORS OF THE COMPANY
As at the date of this announcement, the board of Directors comprises as below:—

Executive Directors: Independent non-executive Directors:
Dr. Chan Kwok Keung, Charles Mr. David Edwin Bussmann

Dr. Yap, Allan Mr. Wong King Lam, Joseph

Ms. Chau Mei Wah, Rosanna Mr. Sin Chi Fai

Ms. Chan Ling, Eva

Mr. Li Bo

Alternate Directors:
Mr. Chan Kwok Hung
(Alternate to Dr. Chan Kwok Keung, Charles)
Mr. Lui Siu Tsuen, Richard
(Alrernate to Dr. Yap, Allan)
By order of the Board
Dr. Chan Kwok Keung, Charles
Chairman
Hong Kong, 26th April, 2005
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_File No. 82-3596

THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this circular or as to the action to be taken, you should consult your
licensed securities dealer, bank manager, solicitor, professional accountant or other professional adviser.

If you have sold or transferred all your shares in China Strategic Holdings Limited, you should at once hand this
circular and the accompanying form of proxy to the purchaser or transferee or to the bank, licensed securities dealer
or other agent through whom the sale or transfer was effected for transmission to the purchaser or transferee.

This circular includes particulars given in compliance with the Listing Rules for the purpose of giving information
with regard to the Company. The Directors collectively and individually accept full responsibility for the accuracy
of the information contained in this circular and confirm, having made all reasonable enquiries, that to the best of
their knowliedge and belief there are no other material facts not contained herein the omission of which would make
any statement contained in this circular misleading.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular, makes no
representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss
however arising from or in reliance upon the whole or any part of the contents of this circular.

I ()
4
CHINA STRATEGIC HOLDINGS LIMITED
(FREBHRLA)

(Incorporated in Hong Kong with limited liability)
(Stock Code: 235)

PROPOSALS FOR RE-ELECTION OF DIRECTORS
GENERAL MANDATES TO ISSUE AND TO REPURCHASE SHARES
AMENDMENTS TO ARTICLES OF ASSOCIATION
AND
NOTICE OF ANNUAL GENERAL MEETING

A notice convening the annual general meeting of China Strategic Honings Limited to be held at | 1th Floor, Paul Y.
Centre, 51 Hung To Road, Kwun Tong, Kowloon, Hong Kong on 29 June 2005 at 11:00 a.m. is set out on pages 14
to 18 of this circular. Whether or not you intend to attend the meeting, you are advised to read this circular and to
complete the accompanying form of proxy in accordance with the instructions printed thereon and return the same
to the registrar of the Company, Standard Registrars Limited, at Ground Floor, Bank of East Asia Harbour View
Centre, 56 Gloucester Road, Wanchai, Hong Kong, as soon as possible but in any event not less than 48 hours before
the time appointed for the holding of the meeting or any adjournment thereof. Completion and return of the form of
. proxy shall not preclude you from attending and voting in person at the meeting or any adjournment thereof should
you so wish.

3 May 2005
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DEFINITIONS

In this circular, the following expressions shall have the meanings set out below unless the context

otherwise requires:

“AGM”

“Articles”

“associate(s)”
“Auditors”

“Board”

“business day”

“Code”

“Companies Ordinance”

“Company”

“connected person”

“Directors”

“HK$”

“Hannyn

“Hong Kong”

“Latest Practicable Date”

“Listing Rules”

the annual general meeting of the Company to be held at 11th Floor,
Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon, Hong Kong on
29 June 2005 at 11:00 a.m. or any adjournment thereof

the articles of association of the Company (as amended from time to
time)

has the meaning ascribed to it under the Listing Rules
the auditors for the time being of the Company

the board of Directors or a duly authorised committee of the board of
Directors

has the meaning ascribed to it under the Listing Rules

The Code on Corporate Governance Practices as set out in Appendix 14
of the Listing Rules

the Companies Ordinance, Chapter 32 of the Laws of Hong Kong

China Strategic Holdings Limited, a company incorporated in Hong Kong
with limited liability, the Shares of which are listed on the main board
of the Stock Exchange

has the meaning ascribed to it under the Listing Rules

the directors of the Company

Hong Kong dollar, the lawful currency of Hong Kong

Hanny Holdings Limited, a company incorporated in Bermuda with
limited liability, the shares of which are listed on the main board of the

Stock Exchange

the Hong Kong Special Administrative Region of the People’s Republic
of China

28 April 2005 being the latest practicable date prior to the printing of
this circular for ascertaining certain information for inclusion in this
circular

the Rules Governing the Listing of Securities on the Stock Exchange (as
modified from time to time)

-1-




DEFINITIONS

“Memorandum”

“Notice of AGM”

“Paul Y.”

“SFO”

“Shareholder(s)”

“Share(s)”

“Share Option Scheme”

“Stock Exchange”

“Subsidiary”

»

“Substantial shareholder’
“Takeovers Code”

:s%n

the memorandum of association of the Company (as amended from time
to time)

the notice convening the AGM as set out on pages 14 to 18 of this
circular

Paul Y. — ITC Construction Holdings Limited, a company incorporated
in Bermuda with limited liability, the shares of which are listed on the

main board of the Stock Exchange

the Securities and Futures Ordinance, Chapter 571 of the Laws of Hong
Kong

the holder(s) of the Share(s)
ordinary share(s) of HK$0.10 each in the Company

the share option scheme adopted by the Company at an extraordinary
general meeting of the Company held on 4 June 2002

The Stock Exchange of Hong Kong Limited

a company which is for the time being a subsidiary (within the meaning
of section 2(4) of the Companies Ordinance) of the Company

has the meaning ascribed to it under the Listing Rules
Hong Kong Code on Takeovers and Mergers

per cent.




LETTER FROM THE BOARD

M
| 4
CHINA STRATEGIC HOLDINGS LIMITED
(PREBRERQA)

(Incorporated in Hong Kong with l{mited liability)
(Stock Code: 235)

Executive Directors Registered Office:
Dr. Chan Kwok Keung, Charles 8th Floor
Dr. Yap, Allan Paul Y. Centre
Ms. Chau Mei Wah, Rosanna 51 Hung To Road
Ms. Chan Ling, Eva Kwun Tong
Mr. Li Bo Kowloon

Hong Kong

Independent non-executive Directors
Mr. David Edwin Bussmann

Mr. Wong King Lam, Joseph

Mr. Sin Chi Fai

Alternate Directors
Mr. Chan Kwok Hung

(Alternate to Dr. Chan Kwok Keung, Charles)
Mr. Lui Siu Tsuen, Richard

(Alternate to Dr. Yap, Allan)

3 May 2005
To the Shareholders
Dear Sir or Madam,

PROPOSALS FOR RE-ELECTION OF DIRECTORS
GENERAL MANDATES TO ISSUE AND TO REPURCHASE SHARES
AMENDMENTS TO ARTICLES OF ASSOCIATION
AND
NOTICE OF ANNUAL GENERAL MEETING

INTRODUCTION

The purpose of this circular is to provide you with information regarding resolutions to be proposed
at the AGM relating to: (i) the re-election of Directors; (ii) the granting to the Directors of general
mandates for the issue of Shares and the repurchase of Shares up to 20% and 10% respectively of the
aggregate nominal amount of the Company’s issued share capital as at the date of the passing of such
resolutions; and (iii) the proposed amendments to the Articles.




LETTER FROM THE BOARD

RE-ELECTION OF DIRECTORS

The Board currently consists of ten Directors, namely Dr. Chan Kwok Keung, Charles, Dr. Yap,
Allan, Ms. Chau Mei Wah, Rosanna, Ms. Chan Ling, Eva, Mr. Li Bo, Mr. Chan Kwok Hung (as alternate
Director to Dr. Chan Kwok Keung, Charles), Mr. Lui Siu Tsuen, Richard (as alternate Director to Dr.
Yap, Allan), Mr. David Edwin Bussmann, Mr. Wong King Lam, Joseph and Mr. Sin Chi Fai.

Pursuant to Article 116 of the Articles, at each annual general meeting of the Company, one third
of the Directors for the time being or, if their number is not three or a multiple of three, then the number
nearest one-third, shall retire from office. The Directors to retire in every year shall be those who have
been longest in office since their last election but as between persons who became Directors on the same
day those to retire shall (unless they otherwise agree between themselves) be determined by lot. The
retiring Directors shall be eligible for re-election. Pursuant to the existing Article 99 of the Articles, the
Board shall have power from time to time and at any time to appoint any person as a Director either to
fill a causal vacancy or as an addition to the Board. Any Director so appointed shall hold office only until
the next following annual general meeting of the Company and shall then be eligible for re-election, but
shall not be taken into account in determining the Directors who are to retire by rotation at such meeting.

Pursuant to Article 116 of the Articles, Ms. Chau Mei Wah, Rosanna and Mr. David Edwin
Bussmann shall retire by rotation and, being eligible, offer themselves for re-election at the AGM. In
addition, Mr. Wong King Lam, Joseph, Mr. Li Bo and Mr. Sin Chi Fai, being Directors appointed by the
Board after the annual general meeting of the Company held on 29 June 2004, will hold office only until
the AGM pursuant to the Article 99 of the Articles and, being eligible, offer themselves for re-election as
Directors. All the retiring Directors are eligible for re-election.

Article 120 of the Articles provides that no person, other than a retiring Director, shall, unless
recommended by the Board for election, be eligible for election to the office of Director at any general
meeting, unless notice in writing of the intention to propose that person for election as a Director and
notice in writing by that person of his willingness to be elected shall have been given to the Company
during the period commencing no earlier than the day after the despatch of the notice of the general
meeting appointed for such election and ending no later than seven days prior to the date of such general
meeting.

Accordingly, if a Shareholder wishes to nominate a person to stand for election as a Director at the
AGM, notice of his intention to propose such person for election as a Director and the notice executed by
the nominee of his willingness to be elected must be validly served at the registered office of the
Company at 8th Floor, Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon, Hong Kong on or before
18 May 2005.

A brief biographical details of the retiring Directors are set out in Appendix I to this circular. If a
valid notice from a Shareholder to propose a person to stand for election as a Director at the AGM is
received after the printing of this circular, the Company will issue a supplementary circular to inform

Shareholders of the details of the additional candidate proposed.




LETTER FROM THE BOARD

GENERAL MANDATES TO ISSUE SHARES AND REPURCHASE SHARES

At the annual general meeting of the Company held on 29 June 2004, ordinary resolutions were
passed to grant general mandates authorising the Directors (i) to allot, issue and deal with Shares of the
Company not exceeding 20% of the aggregate nominal amount of the issued share capital of the Company
at that date (“Existing Issue Mandate™); and (ii) to repurchase securities of the Company not exceeding
10% of the issued share capital of the Company at that date (“Existing Repurchase Mandate™).

The Existing Issue Mandate and the Existing Repurchase Mandate will expire upon the conclusion
of the AGM. The Directors consider that the Existing Issue Mandate and the Existing Repurchase Mandate
increase the flexibility in the Company’s affairs and are in the interests of the Shareholders, and that the
same shall continue to be adopted by the Company.

New general mandates to allot, issue and deal with Shares of the Company up to 20% and to
repurchase Shares up to 10% of the issued share capital of the Company as at the date of passing of the
resolutions (“Share Repurchase Mandate”) as set out in Resolutions 4(A) and 4(B) respectively of the
Notice of AGM will be proposed at the AGM. Resolution authorising the extension of the general
mandate to the Directors to issue Shares to include the aggregate nominal amount of such Shares
repurchased (if any) under the Share Repurchase Mandate is to be proposed as Resolution 4(C) at the
AGM.

With reference to the proposed new general mandates, the Directors wish to state that they have no
immediate plans to issue any new securities or repurchase any Shares pursuant to the relevant mandates.

An explanatory statement containing the particulars required by the Listing Rules to enable the
Shareholders to make an informed view on whether to vote for or against Resolution 4(B) to be proposed
at the AGM in relation to the proposed Share Repurchase Mandate are set out in Appendix II to this
circular.

AMENDMENTS TO ARTICLES OF ASSOCIATION

On 19 November 2004, the Stock Exchange has issued the Code which came into effect on |
January 2005. The Code provides that, among others, every director, including those appointed for a
specific term, should be subject to retirement by rotation at least once every three years (Code A4.2) and
the addition of a new Appendix 23 on the requirement for a Corporate Governance Report to be included
in annual reports of listed issuers. The Company has reviewed its corporate governance practices with
reference to the Code and the Articles and considers that it is necessary to bring the Articles in line with
the latest amended Listing Rules, in particular, Code A4.2.

To ensure compliance with the latest amended Listing Rules, the Board considers that it is in the
interest of the Company to amend the Articles.

Under the Articles of Association, the Company may by special resolution in general meeting at
any time alter or amend its memorandum and articles of association in whole or in part. Details of the
proposed amendments to the Articles of Association are set out in Appendix III to this circular.




LETTER FROM THE BOARD

ANNUAL GENERAL MEETING

A Notice of AGM is set out on pages 14 to 18 of this circular. At the AGM, in addition to the
ordinary business of the meeting, ordinary resolutions in respect of the general mandates to issue Shares
and repurchase Shares and a special resolution in respect of the amendments to the Articles will be
proposed at the AGM.

A form of proxy for the AGM is also enclosed with this circular. Whether or not you are able to
attend the AGM, you are requested to complete the form of proxy in accordance with the instructions
printed thereon and return it to the office of the registrar of the Company, Standard Registrars Limited, at
Ground Floor, Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong as
soon as possible and in any event not less than 48 hours before the time appointed for holding the AGM.
Completion and return of the form of proxy shall not preclude you from attending and voting in person at
the AGM or any adjourned meeting thereof should you so desire.

Pursuant to Article 80 of the Articles, at any general meeting a resolution put to the vote of the
meeting shall be decided on a show of hands unless a poll is (before or on the declaration of the result of
the show of hands or on the withdrawal of any other demand for a poll) demanded (i) by the Chairman of
the meeting; or (ii) by at least three members present in person (or, in the case of a Shareholder being a
corporation, by its duly authorised representative) or by proxy for the time being entitled to vote at the
meeting; or (1ii) by any member or members present in person (or, in the case of a Shareholder being a
corporation, by its duly authorised representative) or by proxy and representing not less than one-tenth of
the total voting rights of all the members having the right to vote at the meeting; or (iv) by a member or
members present in person (or, in the case of a Shareholder being a corporation, by its duly authorised
representative) or by proxy and holding Shares in the Company conferring a right to vote at the meeting
being Shares on which an aggregate sum has been paid up equal to not less than one-tenth of the total
sum paid up on all Shares conferring that right.

RECOMMENDATION

The Directors consider that the proposed ordinary resolutions for approving the re-election of the
retiring Directors, the grant of general mandates to issue Shares and repurchase Shares, and to add the
aggregate nominal amount of Shares that may be repurchased to the aggregate nominal amount of the
Shares that may be allotted pursuant to the general mandate to issue Shares, and the proposed special
resolution for the amendments to the Articles are each in the best interests of the Company and the
Shareholders as a whole, and accordingly, recommend all Shareholders to vote in favour of all the
resolutions to be proposed at the AGM.

GENERAL INFORMATION

Your attention is drawn to the additional information set out in the Appendices to this circular. The
English text of this circular shall prevail over the Chinese text.

Yours faithfully,

For and on behalf of the Board
China Strategic Holdings Limited
Dr. Chan Kwok Keung, Charles
Chairman




APPENDIX I BIOGRAPHICAL DETAILS OF
THE RE-ELECTION OF DIRECTORS

The biographical details of the Directors proposed to be re-elected at the forthcoming AGM are set
out as follows:

Ms. Chau Mei Wah, Rosanna, aged 50, joined in the Company in 2000 as an executive director
of the Company. She has over 25 years’ experience in international corporate management and finance.
Ms. Chau holds a bachelor’s degree and a master’s degree in commerce and is a member of the Hong
Kong Institute of Certified Public Accountants, the CPA Australia and the Certified General Accountants’
Association of Canada. She is the managing director of ITC Corporation Limited and an executive
director of Paul Y. - ITC Construction Holdings Limited, companies whose shares are listed on the Stock
Exchange. Ms. Chau is also a director of Burcon NutraScience Corporation, a company whose shares are
listed on the TSX Venture Exchange and the Frankfurt Stock Exchange.

As at the Latest Practicable Date, Ms. Chau did not have any interests in shares of the Company
within the meaning of Part XV of the SFO. There is no service contract, which is not determinable by the
Company within the period without payment of compensation (other than statutory compensation), entered
into between Ms. Chau and the Company or any of its subsidiaries. Ms. Chau will be subject to retirement
by rotation and re-election at the annual general meeting of the Company in accordance with the Company’s
Articles of Association. Since her appointment as an executive director of the Company, Ms. Chau has
not received any remuneration or director’s fee for performance of her duties as an executive director of
the Company.

Mr. David Edwin Bussmann, aged 51, has been appointed an independent non-executive director
of the Company since February 2000. Mr. Bussmann has more than 20 years experience in the investment
and finance field, and is very familiar with investment issues related to China, as well as sectors such as
technology, real estate, and direct investment. He previously worked at Salomon Brothers, Citibank,
Bank of America and Prudential Asia. Mr. Bussmann is also an independent non-executive director of
China Enterprises Limited, whdse shares are traded on the OTC Bulletin Board in the United States of
America.

Save as disclosed above, Mr. Bussmann does not have any directorship in any listed companies in
the past three years. He had not previously held any other position with the Company or any of its
subsidiaries, save as disclosed above, does not have any relationships with any directors, senior management
or substantial or controlling shareholders of the Company.

As at the Latest Practicable Date, Mr. Bussmann did not have any interests in shares of the
Company within the meaning of Part XV of the SFO. There is no service contract entered into between
the Company and Mr. Bussmann, he is entitled to an annual director’s fee of HK$150,000.00 for the
performance of his duties as an independent non-executive and a member of audit committee of the
Company (subject to review by the Board from time to time). The annual director’s fee payable to Mr.
Bussmann is determined by the Board with reference to his duties and responsibilities and is in line with
that payable to other independent non-executive directors of the Company.
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Mr. Li Bo, aged 33, graduated from Beijing Foreign Studies University with bachelor’s degree and
was appointed as an executive director of the Company on 7 January 2005. Mr. Li has financial management
experience in a textile company, management experience in public company and experience in the field
of M&A business. Mr. Li has served a Hi-tech company in the PRC, meanwhile involved in managing a
subsidiary listed as an A-share company, and preparing listing procedure of that Hi-tech company on
Hong Kong stock market. Mr. Li had served governmental departments with experience of dealing with
diplomatic affairs. Mr. Li had engaged in the research of capital markets and privatization of countries in
transition. Mr. Li had also worked at the representative office in Beijing for an US securities company,
providing consulting advisory services for Chinese clients intending to go public in the USA.

There is no service contract, which is not determinable by the Company within the period without
payment of compensation (other than statutory compensation), entered into between Mr. Li and the
Company or any of its subsidiaries. Mr. Li will be subject to retirement by rotation and re-election at the
annual general meeting of the Company in accordance with the Company’s Articles of Association. Since
his appointment as an executive director of the Company, Mr. Li has not received any remuneration or
director’s fee for performance of his duties as an executive director of the Company.

Save as disclosed above, Mr. Li does not have any directorships in any listed companies in the past
three years. He has not previously held any position with the Company or its subsidiaries and, save as
disclosed above, does not have any relationship with any directors, senior management or substantial or
controlling shareholders of the Company. As at the Latest Practicable Date, Mr. Li did not have any
interests in shares of the Company within the meaning of Part XV of the SFO.

Mr. Sin Chi Fai, aged 45, was appointed an independent non-executive director and a member of
the audit committee of the Company on 19 January 2005. Mr. Sin is also a director and a shareholder of a
Singapore company engaged in the distribution of data storage media and computer related products in
Asian countries. He obtained a diploma in Banking from The Hong Kong Polytechnic (now known as The
Hong Kong Polytechnic University). He has over 10 years’ experience in banking field and has 10 years’
sales and marketing experience in information technology industries.

Mr. Sin is also an independent non-executive director of Wing On Travel (Holdings) Limited and
Capital Estate Limited. All of the above companies are public companies whose shares are listed on the
Stock Exchange. Save as disclosed above, Mr. Sin does not have any directorship in any listed companies
in the past three years. He has not previously held any position with the Company or its subsidiaries and,
save as disclosed above, does not have any relationships with any directors, senior management or
substantial or controlling shareholders of the Company.

As at the Latest Practicable Date, Mr. Sin did not have any interests in shares of the Company
within the meaning of Part XV of the SFO. There is no service contract entered into between the
Company and Mr. Sin. Mr. Sin is entitled to an annual director’s fee of Singapore dollars 10,000.00 for
the performance of his duties as an independent non-executive and a member of audit committee of the
Company (subject to review by the Board from time to time). The annual director’s fee payable to Mr.
Sin is determined by the Board with reference to his duties and responsibilities and is in line with that
payable to other independent non-executive directors of the Company.
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Mr. Wong King Lam, Joseph, aged 52, was appointed an independent non-executive director and
a member of the audit committee of the Company on 30 September 2004. Mr. Wong is currently the chief
executive officer of a renowned automobile services company in Hong Kong. Mr. Wong is a fellow
member of the Association of Chartered Certified Accountants and the Hong Kong Institute of Certified
Public Accountants. He has more than 24 years’ extensive experience in auditing, corporate and financial
management with a number of companies in different business sectors which include an international
accounting firm and a local listed company.

Mr. Wong is also an independent non-executive director of Hanny Holdings Limited which is a
substantial shareholder of the Company, Tungtex (Holdings) Company Limited and Wing On Travel
(Holdings) Limited. All of the above companies are public companies whose shares are listed on the
Stock Exchange. Save as disclosed above, Mr. Wong does not have any directorship in any listed companies
in the past three years. He has not previously held any position with the Company or its subsidiaries and,
save as disclosed above, does not have any relationships with any directors, senior management or
substantial or controlling shareholders of the Company.

As at the Latest Practicable Date, Mr. Wong did not have any interests in shares of the Company
within the meaning of Part XV of the SFO. There is no service contract entered into between the
Company and Mr. Wong. Mr. Wong is entitled to a director’s fee of HK$25,000 for the period from 30
September, 2004 to 31 March, 2005 for the performance of his duties as an independent non-executive
and a member of audit committee of the Company (subject to review by the Board from time to time).
The annual director’s fee payable to Mr. Wong is determined by the Board with reference to his duties
and responsibilities and is in line with that payable to other independent non-executive directors of the
Company.




APPENDIX 11 EXPLANATORY STATEMENT ON
THE SHARE REPURCHASE MANDATE

This is an explanatory statement as required under the Listing Rules in connection with the
resolution authorising the Share Repurchase Mandate proposed to be considered, and if thought fit,
passed by shareholders of the Company at the AGM. The Listing Rules provide that all repurchases of
securities by a company with its primary listing on the Stock Exchange must be approved in advance by
an ordinary resolution, either by way of a general mandate to the directors of the company to make such
repurchases or by specific approval in relation to specific transactions. This explanatory statement also
constitutes the memorandum required under Section 49 BA(3) of the Companies Ordinance.

Share Capital

As at the Latest Practicable Date, the issued share capital of the Company comprised 881,595,087
Shares of HK$0.10 each and there were no share options outstanding under the Share Option Scheme
entitling holders thereof to subscribe for Shares.

Subject to the passing of the resolution granting the proposed mandate to repurchase Shares and
on the basis that no further Shares are issued or repurchased before the AGM, the Company will be
allowed to repurchase a maximum of 88,159,508 Shares during the period ending on the earlier of the
conclusion of the next annual general meeting of the Company or the date by which the next annual
general meeting of the Company is required to be held by the Articles or any applicable laws or the date
upon which such authority is revoked or varied by a resolution of the Shareholders in general meeting.

Reasons for Repurchase

The Directors believe that it is in the best interests of the Company and the Shareholders as a
whole for the Directors to have a general authority from the Shareholders to enable the Company to
repurchase Shares on the Stock Exchange. Such purchases may, depending on market conditions and
funding arrangements at the time, lead to an enhancement of the net assets and/or earnings per Share and
will only be made when the Directors believe that such a purchase will benefit the Company and its
shareholders.

Funding of Repurchase

In repurchasing Shares, the Company may only apply funds legally available for such purpose in
accordance with its Memorandum and Articles and the Companies Ordinance. The Companies Ordinance
provides that the amount of capital repaid in connection with a share repurchase may only be paid from
the distributable profits of the Company and/or the proceeds of a new issue of Shares made for the
purpose of the repurchase to such extent allowable under the Companies Ordinance.

In the event that the proposed share repurchases were to be carried out in full at any time during
the proposed repurchase period, the working capital or gearing position of the Company might be materially
different as compared with the position disciosed in the audited consolidated accounts for the year ended
31 December 2004. However, the Directors do not propose to exercise the Share Repurchase Mandate to
such extent as would, in the circumstances, have a material adverse effect on the working capital
requirements of the Company or the gearing levels which in the opinion of the Directors are from time to
time appropriate for the Company.
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APPENDIX II EXPLANATORY STATEMENT ON
THE SHARE REPURCHASE MANDATE

Undertaking

The Directors have undertaken to the Stock Exchange that, so far as the same may be applicable,
they will exercise the Repurchase Mandate in accordance with the Listing Rules and the Companies
Ordinance.

None of the Directors nor, to the best of their knowledge having made all reasonable enquiries,
their associates, have any present intention to sell any Shares to the Company under the Share Repurchase
Mandate if such Mandate is approved by the Shareholders.

As at the Latest Practicable Date, no connected person (as defined in the Listing Rules) has
notified the Company that he/she has a present intention to sell Shares to the Company or have undertaken
not to do so in the event that the Share Repurchase Mandate is approved by the Shareholders.

Effect of the Takeovers Code

If on the exercise of the power to repurchase Shares pursuant to the Share Repurchase Mandate, a
shareholder’s proportionate interest in the voting rights of the Company increases, such increase will be
treated as an acquisition and may give rise to an obligation to make a mandatory offer in accordance with
Rule 26 of the Takeovers Code.

As at the Latest Practicable Date, each of Paul Y. and Hanny beneficially held 258,819,795 Shares
and 258,819,794 Shares respectively, each representing approximately 29.36% of the existing issued
share capital of the Company and in aggregate approximately 58.72% of the existing issued share capital
of the Company. In the event that the Directors exercise in full the power to repurchase Shares which are
proposed to be granted pursuant to the Share Repurchase Mandate and assuming no further Shares are
issued by the Company, the increase in the shareholding of each of Paul Y. and Hanny in the Company to
approximately 32.62% of the issued share capital of the Company and 64.24% of the issued share capital
of the Company in aggregate.

Such increase will not give rise to an obligation to make a mandatory offer under Rules 26 and 32
of the Takeovers Code. The Directors have no present intention to exercise the Share Repurchase Mandate
to such an extent as would result in takeover obligations.

Assuming that there is no further issue of Shares between the Latest Practicable Date and date of
repurchase, the exercise of Repurchase Mandate whether in whole or in part will not result in less than
25% of the issued share capital of the Company being held by the public as required by Rule 8.08 of the
Listing Rules. The Directors have no intention to exercise the Repurchase Mandate to an extent as may
result in a public shareholding of less than such prescribed percentage.

Share Purchase made by the Company

The Company had not repurchased any of its Shares (whether on the Stock Exchange or otherwise)
in the six months preceding the Latest Practicable Date.
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Share Prices

The highest and lowest prices at which the Shares have traded on the Stock Exchange during each
of the previous 12 months preceding the Latest Practicable Date were as follows:

Highest Lowest

HK$ HK$
Year 2004
April 0.57 0.47
May 0.50 0.33
June 045 0.37
July 0.47 0.33
August _ 0.37 0.29
September 0.50 0.31
October 0.66 0.47
November 0.76 0.52
December 0.57 0.45
Year 2005
January 0.73 0.46
February 0.65 0.55
March 0.57 0.54
April (Note) 1.02 0.54
Note:

As up to the Latest Practicable Date
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APPENDIX III PROPOSED AMENDMENTS OF ARTICLES

Details of the proposed amendments to Articles are set out as follows:

1. ARTICLE 99

The existing Article 99 be amended by:

@)

(i1)

deleting the existing Article 99 which is set out below in its entirety:

“The Directors shall have power from time to time and at any time to appoint any person as
a Director either to fill a casual vacancy or as an addition to the Board. Any Director so
appointed by the Directors shall hold office only until the next following annual general
meeting of the Company and shall then be eligible for re-appointment.”;

and replacing it with the following:

“Without prejudice to the power of the Company in general meeting in accordance any of
the provision of these Articles to appoint any person to be a Director, the Directors shall
have power from time to time and at any time to appoint any person as a Director either to
fill a casual vacancy or as an addition to the Board. Any Director so appointed by the
Directors shall hold office only until the next following general meeting of the Company (in
the case of filling a casual vacancy) or until the next following annual general meeting of
the Company (in the case of an addition to their number), and shall then be eligible for re-
appointment.”

2. ARTICLE 116

The existing Article 116 be amended by:

1)

(i1)

deleting the existing Article 116 which is set out below in its entirety:

“At each annual general meeting one third of the Directors for the time being, or, if their
number is not three or a multiple of three, then the number nearest one third, shall retire
from office. The Directors to retire in every year shall be those who have been longest in
office since their last election but as between persons who became Directors on the same
day those to retire shall (unless they otherwise agree between themselves) be determined by
lot. The retiring Directors shall be eligible for re-election.”;

and replacing it with the following:

“Notwithstanding any other provisions in these Articles and subject to the manner of
retirement by rotation of directors as from time to time prescribed under the Listing Rules,
at each annual general meeting, one-third of the Directors for the time being (or, if their
number is not a multiple of three, the whole number nearest to but not less than one-third)
shall retire from office such that each Director (including those appointed for a specific
term) shall be subject to retirement by rotation at least once every three years at the annual
general meeting, provided always that any Director appointed pursvant to Article 99 shall
not be taken into account in determining the Directors who are to retire by rotation at such
meeting. The retiring Directors shall be eligible for re-election.”
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NOTICE OF ANNUAL GENERAL MEETING

I |
4 |

CHINA STRATEGIC HOLDINGS LIMITED

(PEREBERQA)

(Incorporated in Hong Kong with limited liability)
(Stock Code: 235)

NOTICE IS HEREBY GIVEN THAT the annual general meeting of CHINA STRATEGIC
HOLDINGS Limited (the “Company”) will be held at 11th Floor, Paul Y. Centre, 51 Hung To Road,
Kwun Tong, Kowloon, Hong Kong on 29 June 2005 at 11:00 a.m. for the following purposes:

AS ORDINARY BUSINESS

1. To receive and consider the report of the directors, audited financial statements and auditors’

report for the year ended 31 December 2004.

2. To re-elect retiring directors and to authorise the board of directors to fix the directors’
remuneration.
3. To re-appoint auditors and to authorise the board of directors to fix their remuneration.

AS SPECIAL BUSINESS

4. To consider and, if thought fit, pass with or without modifications, each of the following

resolutions as an ordinary resolution of the Company:

A. “THAT:-

(a)

(b)

(©)

subject to paragraph (c), the exercise by the directors of the Company during
the Relevant Period of all the powers of the Company to allot, issue and deal
with additional shares in the capital of the Company and to make or grant
offers, agreements and options which might require the exercise of such power
be and is hereby generally and unconditionally approved;

the approval in paragraph (a) shall authorise the directors of the Company
during the Relevant Period to make or grant offers, agreements and options
which might require the exercise of such power after the end of the Relevant
Period;

the aggregate nominal amount of share capital allotted or agreed conditionally
or unconditionally to be allotted (whether pursuant to an option or otherwise)
by the directors of the Company pursuant to the approval in paragraph (a),
otherwise than pursuant to: (i) a Rights Issue; (ii) the exercise of the subscription
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rights or conversion under the terms of any warrants issued by the Company or
any securities which are convertible into shares of the Company; (iii) any share
option scheme or similar arrangement for the time being adopted for the grant
or issue to officers and/or employees of the Company and/or any of its
subsidiaries of shares or rights to acquire shares of the Company; or (iv) any
scrip dividend on shares of the Company in accordance with the articles of
association of the Company, shall not exceed 20 per cent. of the aggregate
‘nominal amount of the share capital of the Company in issue as at the date of
passing this resolution; and

(d)  for the purposes of this resolution:-

“Relevant Period” means the period from the passing of this resolution until
whichever is the earlier of:-

(i) the conclusion of the next annual general meeting of the Company;

(i1)  the expiration of the period within which the next annual general meeting
of the Company is required by the articles of association of the Company
or any applicable law to be held; and

(1it)  the revocation or variation of this resolution by an ordinary resolution of
the shareholders of the Company in general meeting.

“Rights Issue” means an offer of shares open for a period fixed by the directors
of the Company to holders of shares of the Company or any class thereof on
the register on a fixed record date in proportion to their then holdings of such
shares or any class thereof (subject to such exclusion or other arrangements as
the directors of the Company may deem necessary or expedient in relation to
fractional entitlements or having regard to any restrictions or obligations under
the laws of, or the requirements of any recognised regulatory body or any
stock exchange in any territory outside Hong Kong).

B. “THAT:-

(a)  subject to paragraph (c), the exercise by the directors of the Company during
the Relevant Period of all powers of the Company to repurchase issued shares
in the capital of the Company on The Stock Exchange of Hong Kong Limited,
and that the exercise by the directors of all the powers of the Company to
repurchase such shares, subject to and in accordance with all applicable laws
or the requirements of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited, be and is hereby generally and
unconditionally approved;
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(b)  in addition, the approval in paragraph (a) shall authorise the directors on behalf
of the Company during the Relevant Period to procure the Company to purchase
its shares at a price determined by the directors of the Company;

(c)  the aggregate nominal amount of shares repurchased or agreed conditionally or
unconditionally to be repurchased by the Company pursuant to the approval in
paragraph (a) during the Relevant Period shall not exceed 10 per cent. of the
aggregate nominal amount of the share capital of the Company in issue as at
the date of passing this resolution, and the authority pursuant to paragraph (a)
shall be limited accordingly; and

(d)  for the purposes of this resolution:

“Relevant Period” means the period from the passing of this resolution until
whichever is the earlier of:

(1) the conclusion of the next annual general meeting of the Company;

(ii)  the expiration of the period within which the next annual general meeting
of the Company is required by the articles of association of the Company
or any applicable law to be held; and

(iii)  the revocation or variation of this resolution by an ordinary resolution of
the shareholders of the Company in general meeting.”

“THAT conditional upon the passing of resolutions no. 4A and 4B as set out in the
notice convening the meeting of which these resolutions form part, the aggregate
nominal amount of the shares in the capital of the Company which are repurchased
by the Company pursuant to and in accordance with the said resolution no. 4B shall
be added to the aggregate nominal amount of the shares in the Company that may be
allotted or agreed conditionally or unconditionally to be allotted by the directors of
the Company pursuant to and in accordance with resolution no. 4A as set out in the
notice convening the meeting of which this resolution forms part.”

SPECIAL RESOLUTION

To consider and, if thought fit, pass the following resolution as a special resolution of the

Company:

“THAT the Articles of Association of the Company be amended as follow:

(a)

by deleting Article 99 in its entirety and substituting therefor the following:
“99  Without prejudice to the power of the Company in general meeting in accordance

any of the provision of these Articles to appoint any person to be a Director,
the Directors shall have power from time to time and at any time to appoint
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any person as a Director either to fill a casual vacancy or as an addition to the
Board. Any Director so appointed by the Directors shall hold office only until
the next following general meeting of the Company (in the case of filling a
casual vacancy) or until the next following annual general meeting of the
Company (in the case of an addition to their number), and shall then be eligible
for re-appointment.”; and

(b) by deleting Article 116 in its entirety and substituting therefor the following:

“116 Notwithstanding any other provisions in these Articles and subject to the manner
of retirement by rotation of directors as from time to time prescribed under the
Listing Rules, at each annual general meeting, one-third of the Directors for
the time being (or, if their number is not a multiple of three, the whole number
nearest to and not less than one-third) shall retire from office such that each
Director (including those appointed for a specific term) shall be subject to
retirement by rotation at least once every three years at the annual general
meeting, provided always that any Director appointed pursuant to Article 99
shall not be taken into account in determining the Directors who are to retire
by rotation at such meeting. The retiring Directors shall be eligible for re-
election.”; and

and THAT any director of the Company be and is hereby authorised to take such further
action as he may, in his sole and absolute discretion thinks fit for and on behalf of the
Company, to implement the aforesaid amendments to the existing articles of association of
the Company.”

By Order of the Board
Chan Yan Yan, Jenny
Company Secretary

Hong Kong, 3 May 2005

Notes:

1. A shareholder entitled to attend and vote at the above meeting is entitled to appoint one or more proxies to attend
and vote on his behalf. The proxy need not be a shareholder of the Company.

2. In order to be valid, a form of proxy must be deposited at the share registrar of the Company, Standard Registrars
Limited at Ground Floor, Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong
together with the power of attorney or other authority (if any) under which it is signed or a notarially certified copy
of that power or authority, not less than 48 hours before the time for holding the meeting.

3. Delivery of an instrument appointing a proxy should not preclude a member from attending and voting in person at

the above meeting or any adjournment thereof and in such event, the instrument appointing a proxy shall be
deemed to be revoked.
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NOTICE OF ANNUAL GENERAL MEETING

In the case of joint holders of a share, any one of such joint holders may vote, either in person or by proxy, in
respect of such share as if he/she were solely entitled thereto to if more than one of such joint holders are present
at the above meeting, the vote of the senior who tenders a vote, whether in person or by proxy, shall be accepted to
the exclusion of the votes of the other joint holders. For this purpose, seniority shall be determined by the order in
which the names stand in the register of members of the Company in respect of the joint holding.

As at the date of this notice, the Board of Directors comprises Dr. Chan Kwok Keung, Charles, Dr. Yap, Allan, Ms.
Chau Mei Wah, Rosanna, Ms. Chan Ling, Eva and Mr, Li Bo as executive directors, Mr. Chan Kwok Hung and Mr.
Lui Siu Tsuen, Richard as alternate directors to Dr. Chan Kwok Keung, Charles and Dr. Yap, Allan respectively and
Mr. David Edwin Bussmann, Mr. Wong King Lam, Joseph and Mr. Sin Chi Fai as independent non-executive
directors.
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H -

C. [BEBEGREES WFREIRFED M) MHAFIARIBEIHEAZRER
B BARFRBERER EMBABHERBERBE AL A RA T Z KO ET
B MAFLAEERBREERRGES (FREERHHF -0 FHZ
FBAAERFER TR B F B RS E RS2 AN ARG ATEE -
BRIRBR
ERTHHFEBRBTIARRA AL AR RESR
[BBETALAZHARER@ANOT ¢
(a)  MIBRAN RS 9O 230 > I AR SCHAR
(99 EARBALNFAMRBAZFHUNZBEXRRARGTEZEEMTALLEE

EZHRANT EFABARIREABRZEEAMALLES > LA
WERNEAEFREH AR - RHEBEZEZENEFAHHEZA

-16 -



BRBEXKEES

RETHRERREGA L GUEHEZHME) REALFATERREER
gL (HMEAEEGHNAMS) > BELTSERTHEEL - |
K

(b) MHBRABIZE 1166230 > 3 AT SCHUAR -

(116 EAERZEHUEMHBEXRBER EHRUARTHERES
WRBEZIEAT  EEERRBEFREL  ERZ=0—FF (K
EEANBAF=2EH > AURBEARPR =0 —2 NBURE)
BB E MSEF BRAREEMZIER ARIEB=ZFNRR
HEERELEHREE R HEFEERELWABREZESR > R
AR BEOOGMBERE L A MEENAARER - BELFHAE
EREEEL | R '

CBBEMEE A ANEERRE L EREHHER AL E— S THURR
fREAATET L RHAL ARG Z AMERANZ T - )

. REEGH
R EEERA T
LR E

BR fiX fiX
Bl SEFREFEA=A

() RAERLERGAREGLBFEZALARE  WARZE - UHUELZZARRAERBERERE - %
ERERBARARABRE -

(2) REZAXBERNBEEZREENEMRES DE) XRBLBAEZIREEIRBEXHRAF
REEANRKEBTHMSNSHEREALAZROBFETRBELEFTTHRAR it 5 FHEE
FETITESHERTMITEEF LT > WHEM -

(3) HEEZRRXEAMKRZLIRBE BEDURKERSLF LERGRNEEIARGINGLRE - KF
RERBRERBAEMMER -

217 -




BRRBFREERE

4) BMALEAEARHGZIBEENFTEANE  FA-—Z2HE2FFATHSIBZRAREERERE
BIMELH—AHRARE  EMHER - UBREFEALFLERE  AMZEHEAREZIRAME
EELAFARREMAFLZEMZHEAEATERER SN ZRARMATEBROEERE > HUOBEFEA
ZHEFEMBARAZHE -

(5) MABEEH > FFEHUTHREEAM  BEBE L - Yap, Allan L+ - AEFEL L  BWEZ L REF

HMAEBYTEST > BEIBEERBHKRLES A AHEEE £ R Yap, Allanfl 2 BEESE > T b
BHELE HEERRTLERGTHEEENLSBLFIATES -
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Companies Registry (> EIEBIE 158(4))

(Companies Ordinance s. 158(4))

HEEHTY Important Notes
o HEFFHSH (HEXHAH)
HHRERKFIE -

® Please read the accompanying notes before completing this form.
Please print in black ink.

1 /A8 % 7fE Company Name

Mrea MMESEHMP L OUEAS
Notification of Change of Particulars of
Secretary and Director

=% D2B

2 8] #2 3f Company Number
29649 J

China Strategic Holdings Limited
TREHBHEFRLQLH

2 EAME HEHHEEHE K Change of Particulars of Individual-Seeretary,<Director

(IEREE—EBANRE HE FHEE A E#H Use Continuation Sheet A if more than 1 individual secretary,~director is involved)

A ERAERNEARE EH

Identity of the Individual-Seeretary<Director whose Particulars have Changed

AREFEFEL AL MEFETEHNEN

Please state the relevant particulars currently registered with the Companies Registry

SHHEERIZERBAN v 8  Please tick the relevant box(es)

(G Note6)  H1ip D waE D g BHES & Alternate to
Capacity Secretary Director Alternate Director Chan Kwok Keung, Charles
fFREH
Name in Chinese @ @ fl%
BNHES
Name in English Chan Kwok Hung
% K Surname 4 5 Other Names
(5% Note 7) EHEN
Identification E850533(4) -

S (7B E HK ldentity Card Number

¥ ¥\ % 8 52 & Overseas Passport Number

(i Note 4) 42 7z A RUE ¥l Presentor’s Reference 55 70 1 B & ff For Official Use

ok 44 Name: Treasure Way Services Limited

H#h it Address: &/F., Paul Y. Centre, 51 Hung To Road
Kwun Tong, Kowloon, Hong Kong

FHEL Tel: 2372 0130 {1 & Fax: 28106982
B B i ik E-mail Address:

3 5% Reference:

5B RS 1/2004 (2004 2 A)
Specification No. 1/2004 (Feb. 2004)

A B4 RECEIVED

05 -05- 2005

@%‘ifﬂfc%,wﬂ

Central Mail Unit




23 H] % 5% Company Number

% D2B

29649

.

2 EARE EEFEHNENR @ry)

Change of Particulars of Individual Secretary /Director (contd)
(# Note 8) B. F d{FF & Details of Change(s)

FHE A F XA E E Please complete item(s) with change(s) only
(a) & 3% 4 Name in Chinese

4 ¥ 5 Y Effective Date

g DD BMM ZEYYYY
(b) # X # 4 Name in English
% K Surname % % Other Names H DD AMM £YYYY
(& Note 9) {c) 314 Alias
H DD BEMM ZEYYYY
(& Note 10} (d) {¥ &k Residential Address
25/F., Block C, No. 1 Ho Man Tin Hill Road, Hong Kong
Homantin, Kowloon
&% County 03 | 05 |2005
H DD B MM ZFEYYYY
(5% Note 11) (e) & & ith 4k E-mail Address
H DD BMM £ YYYY
H FESHIRG
Hong Kong ldentity Card Number
g8 DD BMM &FYYYY
(9) ¥5 4} # B Overseas Passport
% %3 Bl & Issuing Country 5% BE Number B8 DD EMM &EYYYY
#H _H Page?

SHHEYE 1/2004 (2004 4 2 A)
Specification No. 1/2004 (Feb. 2004)




£ D2 B /X Bl # Bt Company Number

Form 29649 T

3 EAEHBHE FEHEFE K Change of Particulars of Corporate Secretary, /Director
(WY REB— BN R EHE  FHHE B IRE
(Use Continuation Sheet B if more than 1 corporate secretary, ~director is involved)

A ERERPEABEBHE ES
Identity of the Corporate Secretary, “Director whose Particulars have Changed
FRBBEFTLAEHEELETFHEN

Please state the relevant particulars currently reqgistered with the Companies Registry
FFEERIZERAN v 5 Please tick the relevant box(es)
(ENote6)  Ef [ »& [ ] #® | ] EmEs f# Alternate to

Capacity Secretary Director Alternate Director

(B Note12) £

Name in Chinese

(ENote 12) R L
Name in English

/8 & %% Company Number
(BB T BN BE)
(Only applicable to body corporate registered in Hong Kong)

(& Note 8) B. TH S &£ {5 Details of Change(s)
= H H Please complete item(s) with change(s) only & % 8 # Effective Date
(a) o3 KT XL Name in Chinese and English

HDD BMM ZEYYYY
(ENote 13)  (d) ih ik Address

Bl % Country
H DD A MM EYYYY
(F Note 11} (c) T ¥ iy ik E-mail Address

H DD B MM  ZEYYYY
AEBEANEEE REHAR BRHEHEB-
This Notification includes v Continuation Sheet(s) A and Continuation Sheet(s) B.
% 5 Signed
%% Name Chan{Yan Yin, Jenny Hi#f Date 3 May 2005

# 51 Diredlor, <8 & Secretary * BHDD / AMM / 4EYYYY

*eEmiE TR H#  Delete whichever does not apply

=g Page3
SHRHREE 1/2004 (2004 (£ 2 A)
Specification No. 1/2004 (Feb. 2004)



